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brigadier general in the Civil War. Taught Latin and Greek at 
Seminary 1865-68; on staff of the Springfield Republican, 1868; 
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473-81; lecturer at Johns Hopkins University, 1877-79; represented the 
States at the Monetary Conference in Paris, 1878; superintendent of the 
ted States Census, 1880; and from 1881 until his death he was presi- 


\fassachusetts Institute of Technology. The Walker Memorial, a stu- 


house and one of the new Technology buildings on the Charles, 


ited in 1916. From 1882 to 1897 he served as president of the 
Statistical Association. President Walker was one of the foremost 

f international bimetallism. In economic theory he was regarded as 

ind powerful thinker, and his treatment of wages and profits has had 

| influence upon economic theory. Indeed, the development of interest 

cs in America is in a large measure the result of his work. His principal 

re: The Indian Question, 1874; The Wages Question, 1876; Money, 

‘78; Money in Its Relation to Trade and Industry, 1879; Political Economy, 
‘83; Land and Its Rent, 1883; History of the Second Army Corps, 1886; 
onomy (3rd ed. 1888); Life of General Hancock, 1894; The Making 

Vation, 1895, International Bimétallism, 1896. 
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MARSHALL’S ECONOMICS, IN RELATION TO THE 
MAN AND TO HIS TIMES 


A paper read at the Fifty-third Annual Meeting of the American Economic Association, 
Orleans, December 29, 1940. 

Malthus once said, with reference to Senior's lectures on population, that 

t was among the disadvantages of public lectures, that the lecturer 
sometimes thought he was called upon to say something new, where there 

is nothing new to be said.” Malthus, it may be ventured, would have 

n willing to concede that he had contributed substantially to placing 
Senior in that position by having himself previously said most of what 
was worth saying about population. Asked to speak to the Association on 
Marshall as part of the celebration of the fiftieth anniversary of the publica- 
tion of his Princzples, I find myself very much in the position Malthus 
thought Senior was in. 

My own plight I attribute mainly to four factors: First, so much of what 
knowledge I may have about Marshall has been gained through the years 
from the late Dr. Taussig’s writings, teaching, and conversation that I can 

longer separate what I have learned for myself from what I have derived 
from him. Secondly, the fifty years and more of published commentary 

n Marshall's Principles have made it difficult to find fresh cause for praise 
| by Pigou, and containing penetrating and enlightening contributions 

y Keynes, Edgeworth, and Pigou on the relation of Marshall’s personality 
nd social philosophy to his economics, has so thoroughly exploited the 
iographical data available even to insiders that not much scope is left to 
se who had never seen nor heard Marshall in the flesh nor had an 
pportunity to draw on the rich fund of oral Cambridge tradition. What 

ild be ordinarily a substitute, published letters, are also unavailable 

pt for the few published in the Memorials. Finally, Mr. Schumpeter 

s kindly made available to me in advance a generous-sized abstract of 

s paper on the pure theory aspects of Marshall’s Principles, with the 

nsequence that I cannot easily, without resort to plagiarism, fill out what 

1 find to say within my own assignment by encroachment on his. 
if, then, what I say should sound unduly familiar and commonplace, 
olace must be sought in the also familiar and commonplace reflection that 


— 
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on the subject of Marshall what is new is highly unlikely at this late date 
also to be both true and significant. I will deal in turn with the influence 
on Marshall's economics of his political views, of his moral philosophy, 
and of some of his methodological predilections. 


I 


Marshall was in many respects a highly representative late Victorian in- 
tellectual. He was a Victorian “‘liberal’’ in his general orientation toward 
social problems, as probably also in the narrower partisan sense. English 
economics was throughout the nineteenth century intimately bound up 
with English politics, and throughout the century English economists had, 
probably without any important exception, political affiliations or prefer- 
ences which influenced and were influenced by their economic doctrines. 
It is possible to ascertain with some degree of assurance the political affilia- 
tions of the earlier economists from their economic writings, but this re- 
quires an examination of their position with respect to issues which, though 
of minor importance for economics, sharply divided the various political 
groupings. On the major economic issues of the nineteenth century which 
were also important political issues, notably, foreign trade policy, the treat 
ment of the poor, and the economic réle of the state, there was much over- 
lapping of position as between the political parties, at least during the first 
half of the century. By the middle of the century all the political parties 
as parties had accepted, or had ceased to contest, the free trade doctrine 
which stemmed from Adam Smith and which all the major economists 
except Malthus enthusiastically supported. By the late 1830's there was 
opposition only from one wing of the Tories and from the extreme radicals 
to the principle of confining relief to the able-bodied poor on the basis 
of “‘less eligibility”; that is, of granting it only in such unattractive form 
that the incentives to industry, thrift, and prudential control of the birth- 
rate should not be undermined, a principle developed with almost com- 
plete agreement by the classical economists on the strength of Smithian 
individualism, Benthamite-Malthusian population theory, and the Malthu- 
sian-Ricardian law of diminishing returns, plus in all probability a large 
dose of unconscious puritanism. The period from 1800 to 1850 was, what: 
ever party was in power, fairly consistently a period of piecemeal legisla- 
tive repeal, item by item, of the mass of legislation restrictive of domestic 
freedom of enterprise which had survived on the statute books from the 
mercantilist period, and this trend also was aided and abetted by all the 
classical economists from the Benthamites, at one extreme, to the most 
conservative Whigs, like Malthus and Senior, at the other. On the major 
political issues of the first half of the century, therefore, while there might 
be a question as to whether the classical economists were determining the 
historical trend, or merely riding it, it is clear that they were not fighting 
it. It can now be seen, if it was not then possible to do so, that what coo 
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dict there then was between legislators and economists turned for the most 
part on the pace, and not on the general direction, of the legislative activity. 
' Even the Tory party, whose basic political philosophy seemed to be that 
ll institutions were evil when new and irreproachable when aged, was 
moving, though slowly, reluctantly, and with misgivings and internal dis- 
ension, on the paths mapped out for it by the anti-Tory economists. It is 
n fact a paradox in the history of the relations of economics and politics 
n early nineteenth century England that the one political movement of 
importance which the historians most unitedly ascribe to the influence of 
he economists, the advocacy of extreme /aissez-faire by the Manchester 
School, was the only one which the leading economists felt impelled ex- 
pressly to denounce as going counter to, or at least beyond, the teachings 
of political economy. In so far as the dogmatic /aissez-faire position of the 
Manchester School found in its own day, aside from the tariff question, 
any adherents among the ranks of economists, these were Continental or 
American economists. John Stuart Mill, Senior, Cairnes, McCulloch, Tor- 
rens, Longfield, the only English economists of note of the period, all 
sharply dissociated themselves from some at least of the doctrines of the 
Manchester School and denied its pretensions to support from the “‘prin- 
ples of political economy.” The classical economists did espouse /aissez- 
but a /azssez- “faire avowedly subject to qualification and requiring 

cific justification in each case of potential application. 
“The Manchester School, in any case, had but a brief period of power. 
growing information—and exaggeration—about working and living 
aditions in the factory towns, the steadily increasing political power of 
the working classes even under the restricted suffrage of the Reform Act 
( 1832, and the widespread humanitarian reaction against the doctrine 
‘ governmental impotence to remedy unmerited distress, made support 
f governmental inaction as a policy increasingly dangerous politically to 
any party which committed itself too strongly to it. With the establish- 
ment by the second Reform Act of 1867 of very nearly complete adult 
male suffrage, it became necessary for both the aristocratic Conservative 
« Tory party and the by-now predominantly middle-class Liberal party, 
either were to gain or retain power as against the other, and if a third 
. working-class party, as strong as or stronger than they, 
Was not to come into being, to woo the working classes by support of a 
licy of wider governmental activity in relief of distress and poverty. 
ial reform through legislation thereafter became respectable political 
doctrine for bate parties, and legislation in fact obtained active 


Ind 


nomist of great public eminence, “a Mill, ote in his own ater had 
“cn one of the original Benthamites, had in his intellectual development 
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absorbed something from almost every major humanitarian and utopian 
current of his time while managing substantially to retain most of the 
form and much of the substance of the sterner doctrines of the Bentham. 
James Mill-Ricardo circle under whose discipline he had been brought up 
to a too-precocious maturity. With his too-catholic blending of the 
individualism and the unrelenting 4 priori political democracy of the clas. 
sical school, the utopianism of the Owenites and the St. Simonians, the 
patriarchal humanitarianism of Wordsworth and Coleridge, and the ney 
misgivings as to the workings of political democracy and social equali- 
tarianism in actual practice as revealed in the United States, John Stuar 
Mill was the connecting link with respect to political presuppositions for 
Marshall, as for many later economists in England (and also in the United 
States), between the classical school of the 1820’s and the late-Victorian 
neoclassical economics. It is substantially true that from the 1870's on all 
English economic theorists of any note were, although with varying de. 
grees of certitude and enthusiasm, political liberals of the John Stuart Mill 
type. It incidentally seems also to be substantially true that all the Eng- 
lish economic Aistorians of note were conservative, imperialist, anti-demo- 
cratic, in their political tendencies, or else went far beyond the liberals in 
their advocacy of radical social and economic reforms. 

The data available on Marshall’s political opinions are scanty and scat- 
tered. They suffice, however, to support the following summary of the sub 
stance and content of his political liberalism as being probably correct as 
far as it goes: 

(1) Marshall was a believer in political democracy, meaning by it es- 
sentially universal (male) suffrage, decisions reached by free discussion 
and by majority vote, and an electorate educated at public expense. In the 
Benthamite tradition, he held these beliefs not on natural rights grounds, 
but on the utilitarian ground that they were essential for good government 

(2) Marshall was an individualist in most of the many senses of the 
term. His ultimate criterion for appraising the social value of any polic 
was the nature of its probable impact upon the character and well-being 
of individuals. His appraisals of policies and trends were always in terms 
of what they did for individuals, singly or in groups, and never in terms 
of their contribution to the prestige or power of an idealized “state” dis 
tinguishable from its people. His hope for social progress rested primaril| 
on the capacity for industry, thrift, enterprise, voluntary codperation, anc 

“economic chivalry,” of enlightened individuals, and he had limited. 
though some, faith in the possibilities of betterment through restrictive of 
coercive legislation or through the direct exercise of governmental enter: 
prise in the economic field. 

(3) Marshall also was essentially a political equalitarian in the Bentham: 
J. S. Mill sense. He not only wished every (male) adult to count as one 
and only as one in the machinery of political democracy, but he believed, 
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with the English classical school, that in so far as there were significant 
jifferences in the capacities and the economic status of the different social 
‘lasses these class differences were for the most part not due to biological 
differences in innate capacity or character as between individuals but were 


instead to environmental differences, to inequality of opportunity: 
the poverty of the poor [was] the chief cause of that weakness and ineff- 
acy which are the cause of their poverty.’ 
{) Basically, Marshall’s political doctrines carried the hallmark also of 
Victorian complacency and gentility. While he recognized the problem of 
erty as a major one, he never revealed any doubt that it could be sub- 
stantially resolved within the limits of British parliamentary democracy 
nd of a free enterprise economy. He was impatient alike with theories 
‘ economic history which treated economic and social progress as if it 
in any sense inevitable or automatic, and with pessimistic theories 
vhich treated it as impossible, or as impossible without revolutionary po- 
1 changes. He was confident that if only there were sufficient goodwill 
economic chivalry”) and economic understanding substantial progress 
would in fact occur, and he evidently had faith in the effectiveness of sound 
noral preaching to produce the goodwill and of sound Cambridge eco- 
ics to produce the understanding. The progress he sought, moreover, 
was not to be merely a matter of more goods, but of access to and liking 
1 more leisurely and more refined life for a// the people, so that even 


1UC 


ct as hod-carriers could be gentlemen. The stamp of these political doctrines is 
perceptible throughout his economic writings. 

it es- 

ssi0n II 

n the Muted is said by his biographers to have come to economics from 
inds, cthics. But his early interest in ethics arose out of his search for a guide to 
nent his science rather than from an intellectual interest in the metaphysical 
f the ects of moral philosophy. In his younger days at Cambridge as student 
icy “ii eacher the conflict waged hot between utilitarian and idealistic theo- 
eing ries of ethics, but there is no evidence that Marshall ever took real interest 


erms in this controversy or believed that it had immediate significance for his 
‘erms economics. It would be more accurate, I think, on the basis of the available 
’ dis f <vidence, to say that Marshall came to economics from his morals, from 
to make a contribution to the social betterment of man. Of the 
lany passages in his writings which reveal Marshall’s conviction that it 
s the duty of educated men to strive for the improvement of social con- 
litions, and that a sound and moralized economics is a valuable instru- 
ent to this end, and his self-dedication to economics in this spirit, the 

Owing are representative: 
a great fund of conscientiousness and unselfishness latent in the 


Present Position of Economics” (1885), in A. C. Pigou, ed., Memorials of Alfred 
' (London, Macmillan, 1925), p. 155. 
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breasts of men, both rich and poor, which could be called out if the problems of 
life were set before them in the right way, and which would cause misery and 
poverty rapidly to diminish ? 


It will be my most cherished ambition, my highest endeavour, to do what with 
my poor ability and my limited strength I may, to increase the numbers of those 
whom Cambridge, the great mother of strong men, sends out into the world 
with cool heads but warm hearts, willing to give some at least of their bes 
powers to grappling with the social suffering around them; resolved not to res 
content till they have done what in them lies to discover how far it is possible 
to open up to all the material means of a refined and noble life.’ 


. . . | have devoted myself for the last twenty-five years to the problem of pov. 
erty, and . . . very little of my work has been devoted to any inquiry which does 
not bear on that.* 


I see no grounds for questioning either Marshall’s complete sincerity 
in this connection, or the conformity of his life as a whole—which of 
course does not mean the whole of his life in every detail—to his an- 
nounced principles. The moral earnestness with which Marshall regarded 
the r6le of economics and his own réle as an economist was thoroughly 
Victorian, was altogether in keeping with the spirit of his times in liberal 
educated circles. If, in so far as simple formulae ever have validity when 
applied to the thought of a generation, late eighteenth century thought 
can be said to have reflected enlightenment without zeal, light without 
warmth, and our present-day world to exhibit zeal without enlightenment, 
heat without light, then it may be remembered that the late Victorian agc 
in which Marshall reached maturity was the age of “sweetness and light,” 
of reason tempered—some would say alloyed—by pity. 

There are genuine differences in tone here between the Benthamite 
economists of the 1820’s and Marshall. In one of the passages I have cited, 
Marshall spoke of the need for ‘“‘cool heads but warm hearts.”” Bentham 
and his followers laid more stress on the dangers than on the benefits which 
might result from warmheartedness. The Benthamites had, as much a 
Marshall, dedicated their lives to the betterment of the conditions of the 
mass of mankind, and Marshall, like the Benthamites, believed that charity 
and goodwill unguided and unrestrained by “sound” general principles 
could do more harm than good. But Bentham’s circle believed that ac 
quaintance with sound principles was more urgently needed than goodwill 
In Marshall’s case this does not seem to be true, for Marshall seems on 
the whole to have been more fearful of too little stress on the heart than 
of too little exercise of the mind. There is a passage in Marshall's writings 


Lecture by Marshall (1883) quoted in “In Memoriam: Alfred Marshall,” by Pig 
op. ci., p. 83. 

‘The Present Position of Economics” (1885), ibid., p. 174. 

* Alfred Marshall, “Minutes of Evidence taken before the Royal Commission on 
Aged Poor, June 5, 1893,” Official Papers (London, Macmillan for the Royal Econom 
Society, 1926), p. 205. 
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which is interesting not only because of its bearing on this point but also 
because it is the only passage in all of Marshall’s writings in which I have 
been able to detect the slightest taint of humor—and even here it may 
yell have been unconscious: 


G. Possibilities of Discrimination 
[between worthy and unworthy} 


9. Patience in bearing other people’s 
sufferings is as clear a duty as patience 
in bearing one’s own, but it may be 
carried too far.® 


John Stuart Mill was here again the connecting link between the 
Benthamites and Marshall. Under the influence largely of Wordsworth, he 
had reacted against his father’s and Bentham’s social philosophy as unduly 
cold and hard, and as lacking the moderating element obtainable from giving 
a larger role to “feeling.’’ Mill introduced into the main line of English 
economic thought the sentimentality, the heart-throbbing, which Bentham, 
James Mill, Ricardo, McCulloch, Malthus, and Senior had carefully 
oided. John Stuart Mill had thus made it more difficult for the humani- 
tarians and the tear-evoking novelists to accuse the economists of having 
made it possible to freeze one’s heart and yet live at peace with one’s con- 
science. When Bagehot wrote, in a not wholly facetious vein, that “no 
real Englishman in his secret soul was ever sorry for the death of a political 
economist; he is much more likely to be sorry for his life,” it was not 
economists like J. S. Mill or Marshall whom he had in mind. In any case, 
nce Marshall had become the leading British economist it ceased to be a 
common charge against economics that “it dries up the hearts and the 
imaginations of the most who meddle with it” (Miss Lucy Aikin), or that 
all that it asked of men “‘is that they should harden their hearts’ (Robert 
Southey); and the question whether humane men could be devotees of 
the dismal science had ceased to be a live one. 

While it could be argued that these were more largely differences in 
mode of expression as between the Benthamites and Marshall, correspond- 
ing merely to changes in verbal style, than differences in substance, it seems 
car that Marshall’s lesser willingness to be patient about the immediate 
woes of the poor led him actively to seek means of reconciliation between 
advocacy of relief of distress on humanitarian grounds and adherence to 
the Benthamite principle that it was urgent to preserve unimpaired by 
excessive charity the capacity for and the will to practice self-help on the 
part of the poor. To take one instance: the classical economists, in apprais- 
ing the claims of the aged poor to generous relief, held that, as old age 

Royal Commission on the Aged Poor (1893). Memorandum and Evidence offered 


he Commissioners by Professor Alfred Marshall. (i) Preliminary Memorandum. A. 
Statement.” Ibid., pp. 202-3. 
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was a foreseeable contingency, in general provision for it should be te. 
garded as an individual responsibility. They drew no distinction between 
absence of reserves for old age due to expenditures on gin, on the one 
hand, and to expenditures on the education, nutrition and health of chil. 
dren, on the other. Marshall expressly refused to follow them on this point: 


Too much stress is often laid both from the ethical and from the economical 
point of view on those forms of thrift which result in material provision for 
sickness and old age, in comparison with those forms which benefit the coming 
generation. 

This is greatly due to the influence exerted on the administrators of poor-relief 
and charity by the economic and social philosophy of the early years of this 
century.® 

When Marshall spoke of the task of economics to search for methods 
of opening up to all ‘the material means of a refined and noble life,” he 
again used language which the Benthamites would not have found to their 
taste. Bentham would have spoken instead in terms of making available 
greater provision for the poor, without setting limits as to the amount to 
be desired of such increase in provision or inquiring as to its contribution 
to the refinement or ennobling of the life of the poor, provided only it 
contributed to their happiness. To Bentham, or so he claimed at least, 
‘“‘pushpin was equal to poetry” if they produced equal quantities of happi- 
ness, and he and his followers carefully avoided resort to any criterion for 
appraisal of the use which men made of their resources except its effect 
on their own, or their neighbors’, or their children’s happiness. 

Here again John Stuart Mill was the connecting link between the strict 
utilitarianism of the early classical school, on the one hand, and the Vic 
torian stress on refinement and nobility of Marshall, on the other hand; 
for Mill had diluted the Benthamite doctrine by insisting that over and 
above the purely quantitative differences between utilities there was 4 
hierarchy of higher-and-lower, nobler-and-less-noble utilities which should 
be taken into account. Whatever may be the merits of this issue, and it is 
one on which there still seems to be as much room for inconclusive debate 
as there was when it was first raised, for Marshall the choice in favor of 
Mill as against Bentham was a convenient one. It not only put him in 
accord with the dominant ethical thought in the Cambridge of his time, 
but it also enabled him to retain an evangelistical note in his economics 
even after he had on intellectual grounds eliminated it from his theology. 

Marshall, however, never explicitly discussed these ethical issues, and 
in fact sought deliberately to avoid being entrapped into open discussion 
thereof and into formal statement of his position by using as colorless anc 
irenic terms as were available to express the ethical implications and pre- 
suppositions of his economics. Without surrendering or completely con- 


* Ibid., p. 202. 
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ealing his position, he thus succeeded fairly well in escaping the necessity 
of ever having to defend it. 


Ill 


Ma irshall came to economics also from mathematics. Educated at Cam- 
ge, noted for its emphasis on the educational and disciplinary va value of 
rigorous training in mathematics, he attained high distinction in that field 
5 a student. He taught mathematics before he taught economics. He had 
not only distinct aptitude but also great liking for mathematical forms of 
reasoning. It is clear, however, that he had grave mistrust of the conse- 
uences of unrestrained employment of formal mathematics in economic 
analysis. One factor in this distrust was probably a lurking puritan sus- 
ion of the morality of any highly pleasurable activity: the formulation 
and solution of economic problems in mathematical, and especially graphi- 
cal, terms yielded him so much intellectual and aesthetic delight that it 
for that reason alone became somewhat suspect to him as a worthy occu- 
on. Mathematics, and especially graphs, were Marshall’s fleshpots, and 
he frequently succumbed to their lure it was not without struggle with 
his conscience. It can also be said for Marshall that when he did succumb 
he not only frequently warned his readers not to take his mathematical 
idventures too seriously but shielded them from the young and the sus- 
ptible by confining them to footnotes and appendices where, as he rightly 
een, only the hardened sinners already beyond further corruption 
php gaze. Marshall also was anxious for a wide audience, 
e fact that the bulk of his potential readers were both unable and 
lling to read economics in mathematical form no doubt was an addi- 

But Marshall had other and presumably better reasons for misgivings as 
to the effect on economics of the extensive use of mathematics. First, the 
mathematical approach required rigorous abstraction, whereas Marshall 
hought that the economist must strive to account for the concrete. Secondly, 
hough this may not be wholly a different consideration, Marshall be- 
eved that economics must become more complicated and more biological 
haracter, whereas mathematical economics tended toward excessive sim- 

plification and sought its prototype rather in mechanics than in biology. 
Marshall from the first had a live sense of the complexity and variability 
f the interrelations between economic phenomena, and of the biological 
rather than mechanical nature of these interrelations. During his early years 
vambridge, as student and as teacher, the influence of Darwin and of 
was strong. Cambridge was becoming a center for distinguished 
work in the biological sciences, challenging in intellectual prestige to some 
t the traditional academic aristocracies of theology, philosophy, the 
ssics, and mathematics and the physical sciences. While I know of no 
vidence that Marshall was ever a serious student of biology, and I have 
seen unable to sind that there was any personal intimacy between Marshall 
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and the distinguished Cambridge biologists, physiologists, pathologists, psy. 
chologists, and so forth of his time, biological ideas were then very much 
in the air, and could be absorbed without special effort. In any case, Marshalj 
saw in biological rather than in mechanical modes of thought the mos 
suitable instruments of economic analysis. “. . . in the later stages of 
economics, when we are approaching nearly to the conditions of life, bio. 
logical analogies are to be preferred to mechanical, other things being 
equal. . . . The Mecca of the economist is economic biology rather than 
economic dynamics.”” 

The biological sciences have in fact proved least tractable of all the f 
natural sciences to abstract mathematical analysis, for largely the same 
reasons, I suppose, which in all probability led Marshall, and others, to 
see but a limited scope for the fruitful use of mathematics in economic 
theory: (1) great complexity of the problems; (2) significant variables too 
great in number for their separate analysis and yet not great enough in 
number to make reliance upon technical probability theory without specific 
analysis of particular variables a safe procedure; (3) the absence of re. 
versibility in the interactions of variables; (4) the restricted scope for 
completely controlled experiment; (5) the absence of that complete in- 
difference of the investigator to the material with which he is working and 
to the nature of his results which is the only reliable guarantee of scientific 
objectivity which we can have. 

Devotees of the mathematical approach to economic problems frequently 
claim for that approach that the alternative non-symbolic method, or the 
“literary method”’ as they too generously put it, is too imprecise and clumy HR, 
a tool for the exposition in all their complexity of the relationships between 
economic variables, with the implication that it is the complexity of eco- 
nomic problems, rather than their simplicity, which establishes a necessary | 
and fruitful field for the use of mathematics. Marshall, both in his formal 
writings and in his letters of warning to his disciples against overindul- 
gence in mathematics, seems to me to have taken exactly the reverse view, | 
although not in so many words; namely: that non-symbolic language and 
simple statistical methods alone had the elasticity to deal with the infinite 
detail and variability of concrete economic phenomena; that resort to 
mathematics, unless confined to a preliminary stage of economic investig:- 
tion, involved a greater degree of surrender of this elasticity than it was 
wise to accept; and that only the relatively simple propositions in eo 
nomics could be expressed in mathematical form, and even then only 2 
the cost of artificial and often serious further simplification. It must have 
been the complexities of the biological as distinguished from the mechant- 
cal aspects of economic problems which Marshall had in mind, for I can- 
not see how he could have intended to deny that, whatever the degree ot 
complexity of the mechanical type economic problems may involve, they 


‘Distribution and Exchange’ (1898), Memorials, pp. 317-18. 
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can be handled better with than without the aid of mathematics. 

There was still another element leading Marshall to cry down the 
value of the mathematical method. Marshall, at least in his frequent 
moralizing moods, placed no high value on economic analysis as a good in 
itself, as a cultural pursuit or a substitute for chess. Writing to Edgeworth 
in 1902, he said: 

In my view “theory” is essential. No one gets any real grip of economic prob- 
lems unless he will work at it. But I conceive no more calamitous notion than 
hat abstract, or general, or ‘‘theoretical’’ economics was “economics” — 

y 


It seems to me an essential but a very small part of economics proper: an 
itself sometimes even—well, not a very good occupation of time.® 


From this and other passages it can be inferred that Marshall, believing 
as he did that it was “‘pure theory’ which lent itself most fully to mathe- 
matical exposition, that for economics to be a serviceable instrument of 
human betterment it must be extended to include consideration of the 
concrete detail not readily or at all amenable to abstract mathematical 
treatment, and that the attraction of mathematics led some economists to 
neglect the concrete detail and to confine themselves to pure theorizing, 


the tendency toward what he regarded as undue abstraction.° 
I am no mathematician myself, and I try always to remember and to 
profit from Edgeworth’s merited reproof to an Italian economist who had 
had the temerity to question the usefulness of Edgeworth’s application of 
the mathematical method to taxation problems: ““The withers of the mathe- 
matician are not wrung by these commonplaces. The use of the method 
is not necessarily attended with an exaggeration of its importance. The 
inability to use it is not a qualification for appreciating its usefulness.” 
Professional mathematicians have assured me, moreover, that the unini- 
tiated can have no conception of the feats which can be performed by the 
aid of the elastic, the precise, the versatile, and the delicate apparatus of 
the modern higher mathematics. Although they have also upon occasion 
suggested to me that economists are pressing it to perform false miracles, 
I venture no disclaimer, therefore, of whatever general or specific claims 
for their method mathematical economists may make, provided they are 
confined to mathematical claims beyond my understanding or ability to 
test. But non-mathematical economists with an inferiority-complex—which 
today includes, I feel certain, very nearly all non-mathematical economists 

' Letter by Marshall to Professor F. Y. Edgeworth (1902), ibid., p. 437. 

Cf. J. M. Keynes, “Alfred Marshall, 1842-1924,” ibid., p. 37: “. . . Marshall was 


too anxious to do good. He had an inclination to undervalue those intellectual parts 
t the subject which were not directly connected with human well-being or the condition 


{ the working classes or the like, although indirectly they might be of the utmost 
importance, and to feel that when he was pursuing them he was not occupying himself 
with the Highest. . . . When his intellect chased diagrams and Foreign Trade and Money, 


€ was an evangelical moraliser of an imp somewhere inside him, that was so ill- 
advised as to disapprove.” 
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—may be pardoned, perhaps, if they derive a modest measure of unsandii- 
fied joy from the spectacle of the great Marshall, a pioneer in mathematical 
economics himself, disparaging the use of mathematics in economics, and 
counting as wasted effort the mastery of any other economist’s mathematical 
symbols. If, as seems doubtful, Marshall’s warnings served to dissuade any 
budding Cambridge economic geniuses with aptitude for mathematics from 
acquiring an abundant command of its techniques, they no doubt served 
economics ill rather than well. But if they helped to check the descent of 
economics to the status of an unwanted foundling on mathematics’ door- 
step, they did render a useful service. 

If Marshall’s puritan conscience led him to disparage the method from 
which he undoubtedly derived the greatest intellectual excitement and joy, 
even that over-scrupulous conscience occasionally took a holiday. Marshall 
recognized that the instruments for a general ethical calculus were lacking, 
but he claimed that the institution of money provided an adequate basis for 
calculations of economic satisfaction and sacrifice: “The pure science of 
Ethics halts for lack of a system of measurement of efforts, sacrifices, de- 
sires, etc., fit for her wide purposes. But the pure science of Political 
Economy has found a system that will subserve her narrower aims.’’?° 

Marshall was well aware and repeatedly acknowledged that the monetary 
unit represented substantially different quantities of satisfaction and of 
sacrifice for rich and for poor, respectively. It would seem that this was 
an insuperable barrier to the use of market prices as a measurement of 
such satisfaction and sacrifice as between different persons, and that, with 
his acceptance of the problem of poverty as the major problem for eco- 
nomics, Marshall would have felt obliged to recognize that even for a 
calculus of economic happiness no satisfactory instruments of measurement 
were available. His zeal for quasi-quantitative analysis and for reaching 
value-judgments overcame, however, his other scruples, and he adopted 
an analytical procedure which operated to distract attention from the 
necessity of making full allowance for the inequality in the distribution 
of wealth and income in reaching such value-judgments. In a passage in 
his Principles which has not escaped unfavorable notice by others, Marshall 
offered what must be regarded as a glaringly weak defense of this pro- 
cedure: 

On the whole, . . . it happens that by far the greater number of the events 
with which economics deals affect in about equal proportions all the different 
classes of society; so that if the money measures of the —— caused by two 
events are equal, there is not in general any very great difference between the 
amounts of the happiness in the two cases." 


Marshall was here setting up a screen between himself and his readers, 
on the one hand, and the problem of poverty on the other, in order to be 


“Mr. Mill's Theory of Value” (1876), idid., p. 126. 
“ Alfred Marshall, Principles of Economics, 6th ed., p. 131. 
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ancti- free to engage, without too sharp pangs of conscience, in what was for 


atical 
and however, nor even the normal Marshall, and there have been few of us 


atical who have made conscience be our guide as to subjects of investigation and 
© any methods of analysis as steadily and as consistently as did Marshall. 
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I do not regard it as part of my function to render a definite appraisal 
of Marshall as man or as economist. In any case, those aspects of Marshall's 
work with which I have dealt are not really matters for appraisal, and 
narration and description are all that is called for. That Marshall was a 
creat figure, one of the greatest, in the history of our discipline, and that 
without being by any means flawless he nevertheless fully earned his status, 
| would strongly argue if I knew of sufficient dissent from significant 
juarters and on significant grounds to give any point to such argument. 

' But Marshall is now long dead, and the rule “De mortuis non nisi 
bonum” is a required rule of morals or of good manners only for men 
very recently dead. There would be no point therefore in treating Marshall, 
whether the man or his work, with special tenderness or reserve. He had, 
beyond doubt, his weaknesses on both counts, including some with which 
he may have infected his followers, so that we regard them as points of 
strength. I am sure also that even his virtues are not be to admired by us 
) the point of slavish imitation. Each generation should—and will—work 
ut its Own economics, borrowing from, reacting from, improving upon, 
retrograding from, that of the preceding generation. Marshall's economics 
is now distinctly that of a generation which is past, and is increasingly not 
that of our own. For one thing, it is essentially the economics of a society 
assumed to be free and to have its economic affairs conducted by free in- 
lividuals. Freedom, whether of the economic system as such, or of in- 
lividuals, has over a large part of the earth’s surface either never existed 
r been suppressed. The appropriate economics of the day is, moreover, 
the economics of war and preparation for or against war, Wehrwirtschaft, 
and Marshall here has only very limited guidance to offer. 

It was a characteristic of Victorian, including Marshallian, public utter- 
nces that they typically ended on a double note, of assurance, on the one 
hand, of continuance into the future of all the well-established institutions 
| cherished values of the Victorian Age, and of promise, on the other 
and, of continued betterment of the social conditions of mankind. Both 
the Victorian complacency with respect to the present and the Victorian 
optimism with respect to future progress are now utterly inappropriate. As 
| social philosopher, Marshall is not yet merely a period piece. If he should 
become so in the near future, it would properly be a matter for concern, 
but not for surprise. 
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ALFRED MARSHALL'S PRINCIPLES: A SEMI-CENTENNIAL 
APPRAISAL" 


I 


Fifteen years or so ago I gave a series of lectures at the London Schoo! 
of Economics in which I incidentally paid my respects to the great shade 
of Marshall. Somebody in the audience thereupon wrote me a letter ex. 
pressing a feeling, couched in the form of a question, to the effect that 
Marshall’s message would pass away much as Mill’s message had, or for 
that matter that of Adam Smith. I will put what I have to say in the form 
of an answer to that question. 

In one sense Marshallian economics has passed away already. His vision 
of the economic process, his methods, his results, are no longer ours. We 
may love and admire that mighty structure which, battered by the impact 
of criticisms and of new ideas, still spreads its majestic lines in the back- 
ground of our own work. We may love and admire it as we love and admire 
a madonna by the Perugino, recognizing that she embodies to perfection 
the thought and feeling of her time, yet recognizing also how far we have 
traveled from her. 

This, of course, is no more than the inevitable result of the work done 
during these fifty years which would have had to be entirely barren if 
Marshall’s Principles could be to us anything else than what is conveyed 
by that equivocal term, “‘a classic.”” It is the common fate of all classics in 
all fields. $7 licet parva componere magnis, there is a significant analogy 
between the relation of modern economic theory to the theory of the Prin- 
ciples and the relation of modern physics to the physics of the ‘90's. It 
was in 1894, if my memory serves me, that H. A. Lorentz said he felt 
that theoretical physics had attained perfection and therefore had ceased to 
be very interesting. Now that feeling of certainty is gone. Gone are the 
beautifully simple and clear-cut contour lines. Instead, we see the disorder 
of a battlefield—uncodrdinated masses of fact and pieces of technique, no 
prospect at all of fitting this heap ever again into an architectural struc- 
ture. Something very similar has happened to economics. I do not now 
mean to refer to the vicissitudes of the capitalist system and to the change 
in moral and political attitude that has occurred with respect to it. It is not 
Marshall’s views on practical problems, social questions, and the like that 


* This article is a reconstruction, from notes, of a “paper” read to the American Economic 
Association, at the New Orleans meeting, on December 29, 1940. Here and there, some 
comments have been added from an earlier and unpublished essay of mine which in tum 
had been revised in the light of the information contained in Mr. Keynes's “Memoir 0! 
Marshall,” first published in the Econ. Jour., and reprinted in Memorials of Alfred Marshal: 
(ed. A. C. Pigou, 1925) and in J. M. Keynes, Essays in Biography, 1933. I hereby acknow'- 
edge my debt to that “Memoir,” which I regard as one of the outstanding masterpieces 0! 
biographical literature. References are to the 1933 volume. 
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are so obsolete. They may be, but whether they are or not is immaterial 
for the purpose of this paper. What matters is that his analytical apparatus 
s obsolete and that it would be so even if nothing had happened to change 
our political attitudes. If history had stood still and nothing except analysis 
had gone on, the verdict would have to be the same. 

In another sense, however, Marshall’s teaching can never pass away. Its 
influence will last for an indefinite time not only because teaching of such 
breadth and force merges into the inheritance of subsequent generations, 
but also because there is about it a peculiar quality which effectively resists 
decay. Reared in an atmosphere that was full of the slogans of evolutionary 
progress, Marshall was one of the first economists to realize that economics 
is an evolutionary science (although his critics not only overlooked this 
element of his thought but in some instances actually indicted his economics 
on the very ground that it neglected the evolutionary aspect), and in par- 
ticular that the human nature he professed to deal with is malleable and 
changing in function of changing environments. But again, this is not what 
matters to us just now. What does matter is that he carried his ‘‘evolution- 
mindedness” into his theoretical work. There was no air of finality about it. 
Unlike Mill, he would never have said that some problem or other was 
settled for all time to come and that there was nothing about it that called 
for further explanation either by himself or any other writer. On the con- 
trary, he was fully aware that he was building an essentially temporary 
structure. He always pointed beyond himself and toward lands into which 
it was not given to himself to enter. New problems, ideas, and methods 
that are enemies to the work of other men, thus came to his own as allies. 
Within the vast fortified camp that he built, there was room—in fact, there 
was accommodation prepared in advance—for them all. Many as were and 
are the revolts against his rule, most of them were but local. And sometimes 
the insurgents discovered—or other people discovered for them—that he 
had anticipated their goals and that there really was no point in revolting. 


II 


The Principles were the fruits of work that extended over more than 
twenty years. When finally they appeared in 1890, success was instan- 
taneous and complete. This success is not difficult to explain. The book was 
1 great performance. And this performance was presented in a most attrac- 
tive garb that suited to perfection the humors of the time and the prevail- 
ing conditions in the field of economics—indeed it does as much credit to 


During those twenty years, Marshall published several articles and, in collaboration 
with his wife, his (or her) Economics of Industry, 1879. In the same year, at the instiga- 
tion of Henry Sidgwick, the two famous little monographs, The Pure Theory of Foreign 
‘rade and The Pure Theory of Domestic Values, were privately printed and circulated 
° th in England and abroad. Most of their contents entered into the Principles and into the 
Appendix J of Money, Credit and Commerce. 
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the judgment as it does to the genius of the author. 

The precise nature of the performance, however, is less easy to define. 
Full justice cannot be rendered to it by going straight to the core of the 
analytic apparatus the Principles present. For behind, beyond, and all 
around that kernel there is an economic sociology of nineteenth century 
English capitalism which rests on historical bases of impressive extent and 
solidity. Marshall was, in fact, an economic historian of the first rank 
though he may not have been much of an historical technician. And his mas. 
tery of historical fact and his analytic habit of mind did not dwell in separate 
compartments but formed so close a union that the live fact intrudes into the 
theorem and the theorem into purely historical observations. This shows, of 
course, very much more obviously in Industry and Trade than it does in 
the Principles, in which, even in the historical introduction, historical fact 
has been so severely scaled down as to be almost lost to follower and critic 
alike. But it is there nevertheless and so are the results of his tireless and 
sympathetic observation of contemporaneous business life which he under- 
stood as few academic economists ever did. In its very nature the latter 
achievement implies certain limitations. The practice of the middle-sized 
English business firm of his time no doubt absorbed a greater share of the 
attention of the analyst than it should have done in an exposition making 
large claims to generality. But within those limits a realism was attained 
which greatly surpasses that of Adam Smith—the only comparable in- 
stance. This may be one of the reasons why no institutionalist opposition 
rose against him in England. 

To be sure, such opposition did arise in this country. Nor is this difficult 
to understand. A simplified Marshallism, which disregarded historical 
backgrounds, pervaded the routine of college teaching until many of the 
more lively intellects got thoroughly sick of it. It is but natural that in break- 
ing away from a traditionalized Marshall they should have thought that they 
were breaking away from the real Marshall, and that in trying to cut their 
way toward economic reality they should have overlooked the fact that 
there was a Marshallian signpost pointing to realization of their program. 

The analytic core or kernel of the Principles consists of course in 4 
theory of economic statics. Its originality does not stand out as, on the merits 
of the case, it should because for us it is just one member of a family 
which had grown up or was growing up at that time. Moreover, the other 
members of that family were no doubt independent of Marshall, whereas 
his habits of work and his methods of publication make it impossible for 
the historian of economic thought to be equally positive about his version 

I do not wish to be misunderstood. Mr. Keynes’s biography of his teacher 
bears witness to, and presents qviswmae for Marshall’s subjective originalit; 
which seems to me quite convincing.* Marshall himself kept dignified s- 


* Keynes, op. cit., pp. 180 ff. 
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-c on the matter and indicated his feelings only by being scrupulously 
fair to the classics, in particular to Ricardo and Mill, and by taking up a 
position of armed neutrality against Menger, Jevons, and the greatest of all 
theorists, Walras. The following reconstruction cannot, however, be far 
from the truth. 

We know from Mr. Keynes’s pages that it was not primarily intellectual 

iriosity that brought Marshall into the economist’s camp. He was driven 
, it from ethical speculations by a generous impulse to help in the great 
task of alleviating the misery and degradation he observed among the Eng- 

h poor. When talking about his preoccupation with the subject, he was 

astantly rebuffed by a friend steeped in the economist’s wisdom of the 
time, and that was why he turned to Mill’s Principles for enlightenment. 
There are other indications from Marshall’s work which suggest that he 
first learned his economics from that source. He also took up Ricardo in 
1867. And even if we did not know, we could easily infer what would 
en when a mind, thoroughly trained in mathematics, turns to those 
wo authors with a will: such a mind would, first, be shocked at the hazi- 
ind carelessness that both authors, but especially Mill, displayed with 
spect to cogency of proofs and determinateness of results; secondly, it 

id at once set about eliminating restrictions and generalizing proposi- 

Not much more than that is really needed to transform Mill’s struc- 
re into the Marshallian one. 
Of course that is a very considerable performance. Many a theoretical 


| physicist has gained immortality for less. Marshall himself acknowledges 


e help of Cournot and Thiinen and the profound influence of both is 
ndeed obvious. The demand and supply curves of the partial or particular 


s equilibrium analysis are Cournot’s curves (though Fleeming Jenkins should 


not be forgotten) and the marginal analysis, which in any case would 
itomatically occur to the mathematical mind, is Thiinen’s. As regards 
“arginal utility in particular, there was Jevons’ Brief Account of a General 

ematical Theory of Political Economy, presented to the Cambridge 


under the name of “coefficient of utility.” The two parts of Walras’ Elé- 
nents d'Economie Politique Pure were published in 1874 and 1877. These 
tained the theoretical skeleton of the static model in question much 
wore fully than did Marshall’s Principles. But, given the economist’s read- 
ng habits, it is not likely that at the time they were known to Marshall, and 
e rest of the authors to whom technical priority belongs would have 
ly fragments to contribute. 

[his seems to account for Marshall’s tendency to impute to Mill and 
‘ardo practically all that the reformers of economic theory had to say. 
Although an ardent admirer of Walras may perhaps be excused for re- 
ating the scant notice taken of him in the Principles, and an ardent 


necting of the British Association in 1862, which paper contained the idea 
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admirer of Marshall for lamenting the absence of more expansive gener. 
osity on his part, it follows that no serious objection can be raised to Mar. 
shall’s acknowledgments to persons. But such objection is in order 4; 
regards his written and spoken comments about his great impersonal ally 
to which he owed so much, mathematics. . 

If the above diagnosis be correct, then the point is—not merely that his 
mathematical turn of mind was favorable to his achievement in the field 
of economic theory, but—that the actual use of the methods of mathe. 
matical analysis produced that achievement and that the transformation of 
the Smith-Ricardo-Mill material into a modern engine of research could 
hardly have been accomplished without it. It is of course possible to argue 
that any particular result or even the general vision of a system of inter. 
dependent economic quantities could also have been attained by method 
not mathematically articulate, just as it is possible to argue that a railroad 
cannot take us to any place which we could not also reach by walking. But 
even if we choose to disregard the fact that rigorous proofs cannot be sup- 
plied except in ways which are mathematical in essence though in simple 
cases they need not be mathematical in form, the further fact remains that 
performance of the Marshallian kind practically presupposes a mathemati- 
cal schema. And this Marshall always refused to admit. He never gave full 
credit to the faithful ally. He hid the tool that had done the work. 

Of course there were excellent reasons for this. He did not wish to 
frighten the layman, he wanted—strange ambition!—to be “read by busi 
nessmen.”” He was afraid, and justly, of setting an example which might 
induce people with a mathematical training to think that mathematics \s 
all an economist needs. Yet one might wish that he had extended more 
encouragement to those who, partly inspired by his work, were then begin: 
ning to espouse the cause of exact economics. He does not seem to have 
realized that the danger of ‘‘mathematics running away with us’’ is not con- 
fined to the field of economics, yet has not proved to be so very terrible § 
elsewhere. No science will ever progress if there are no runaways among 
its votaries. Economics cannot, alone of all the branches of human know! 
edge, be tied down forever to what the layman can readily understand. As: 
matter of fact, Marshall himself cannot be fully understood by readers who 
have no grasp at all of the elements of the calculus. No good purpose ' 
served by making them think that he can. Much good could have beet 
accomplished if Marshall had resolutely stood for the line of advanc 
which he had done more than anyone else to open. 


Ill 


Every member of a family, however, has his distinctive characteristics 
and the Marshallian individual is not fully described by indicating the 
family to which it belongs. 


| 
| | 
| 
] 


June 1941] Marshall's ‘Principles’: Semi-Centennial Appraisal 241 


ener. The feature that will first strike the theorist’s eye is the neatness of the 
> ° 

Mar. fae ~structure. This virtue that has so much to do with success, stands out par- 
ler as Mae sCtticularly well if we compate Marshall’s exposition with that of Walras. 


il ally He There is a tiresome heaviness about the latter whereas the former flows 
' BB along with easy grace. All traces of effort have disappeared from the highly 


at his polished surface. Theorems are elegantly put. Proofs are simple and con- 
» field cise—in the skeleton appendix at least. Marshall’s mathematical training 
nathe- disciplined even his verbal statements. It also accounts for the charming 
ion of simplicity of his diagrams. 
could Geometrical illustrations of economic arguments had been used before, 
argue especially by Cournot. By now, many of us have grown out of humor with 
inter. them, because the use of the easy two-dimensional variety unavoidably im- 
ethods plies oversimplification. But still they are inestimable vehicles of funda- 
‘ilroad mental, if elementary, propositions. They victoriously clear up many a point. 
g. But They have proved a boon in countless classrooms. And practically all the 
e Sup: most useful ones we owe to Marshall. 
simpk Secondly, the text of the Principles suggests and the appendix proves that 
1s that Marshall had fully grasped the idea of general equilibrium, discovering “‘a 
emati: He whole Copernican system, by which all the elements of the economic uni- 
ve full verse are kept in their places by mutual counterpoise and interaction.”* But 
in order to display the working of that system he forged and extensively 
vish to used a different model that was much easier to manage though its field of 
y busi- application was also much more restricted. In most cases, especially in Book 
might V, he primarily thought of medium-sized firms operating in “industries” 
atics 1s whose importance is not great enough to influence appreciably the course 
1 more of events in the rest of the economy, and of individual commodities absorb- 
begin: ing but small parts of their buyers’ total expenditure. This “partial” or 
o have particular” analysis has its shortcomings. He did not fully state—perhaps 
ot con- he did not fully realize himself—how many phenomena it excludes from 
rerrible Me Vision and how dangerous it may be in unwary hands: to some of his dis- 
among ciples Professor Pigou’s all too necessary emphasis on the “smallness” of 
know the industries dealt with has, I dare say, come as a surprise, and others have 
d. Asa carelessly applied the Marshallian demand-supply curves to such commodi- 
rs who ties as labor. But if we frankly recognize that this method is essentially one 
pose is f approximation—and if furthermore we waive our present-day objections 
e been to the concept of an industry—then we are at liberty to enjoy the rich 
idvance harvest of results which it turned out and for the sake of which Marshall, 


deviating from strict correctness, developed what was really much more 
bold and novel than his method of presentation suggests. 

Third, in order to reap that harvest he devised those handy tools every- 
one knows, such as substitution, the elasticity coefficient, consumers’ sur- 


the Pius, quasi-rent, internal and external economies, the representative firm, 


‘Cf. Keynes, op. cit., p. 223. 
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prime and supplementary cost, the long and the short run. They are such 
old friends of ours and have become so familiar denizens of our arsenal 
of analysis that we hardly realize any more what we owe to them. Of course 
they, or the things they stood for, were not all completely new. But even 
those that were not, then stepped into their proper places and became really 
useful for the first time. Like old friends, however, they occasionally prove 
treacherous. Some of them, such as the representative firm and the external 
economies, cover rather than mend the logical difficulties we are bound to 
encounter when we emerge, on the one hand, from the precincts of statics 
and, on the other hand, from the precincts of the individual industry. The 
downward sloping cost and supply curves cannot be completely salvaged by 
those means. And the attempt to do so for a time absorbed energies that 
might have been better employed in radical reconstruction. 

Fourth, when we again recall the reasons which Marshall may have had 
for the particular equilibrium aspect and when we analyze those handy 
tools, we cannot fail to be struck by the realism of his theoretical thought. 
Particular equilibrium analysis brings out the practical problems of the in- 
dividual industry and of the individual firm. It is much more, of course, 
but it is also a scientific basis for business economics. Some of the tools 
are directly taken from business practice, the prime and the supplementary 
costs, for instance; while others, like the quasi-rent and the internal and 
external economies, are excellently qualified to catch business situations and 
to formulate business problems. Nothing at all like that has been so much 
as attempted by any of Marshall’s peers, whereas everything else was not 
only attempted but also achieved by them, and in some respects more com- 
pletely than by him. Thus, a full elaboration of the theory of general 
equilibrium could only have duplicated the work of Walras; a mere elabora- 
tion of the concepts of the particular equilibrium method would have been 
trite. But the one inspired by the other and the other implemented by the 
one—that was the achievement that was exclusively his own. 

Finally, fifth, though it was essentially a static theory that he worked out 
he always looked beyond it. He inserted dynamic elements whenever he 
could, more often in fact than was compatible with the static logic he never- 
theless retained. The mists that lie on certain parts of his route, particularl; 
where it touches the phenomena that lie behind his treatment of the “ele 
ment of time,” mainly arise from this source. There is a hybrid character 
about some of his curves which later analysis was not slow in discovering. 
Yet though he did not take the fortress, he effectively led his troops up to 
it. Nor is this all. A still more significant point comes into view if we pass 
from the distinction static-dynamic to the distinction stationary-evolutionary 
Marshall put up, somewhat regretfully as it seems, with the static nature 0! 
his apparatus but he disliked the stationary hypothesis to the point of over 
looking its usefulness for some purposes. His thought ran in terms of evo 
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such lutionary change—in terms of an organic, irreversible process. And some- 
senal thing of the flavor of it he imparted to his theorems and concepts and still 
ourse more to the factual observations with which he presented them. I do not 
even think that the theory of evolution at the back of them was satisfactory. No 
really chema can be that does not go beyond an automatic expansion of markets— 
Drove an expansion not otherwise motivated than by increase of population and 
ernal by saving—which then induces internal and external economies that in 
nd to turn are to account for further expansion. But still it was a theory of evolu- 
tatics tion, an important development of Adam Smith’s suggestions, and greatly 
The superior to what Ricardo and Mill had to offer on the subject. 

ed by IV 

that 


However, imposing as the achievement was, it would not have met with 
) huge a success without the garb in which it strode forth and which ap- 


an pealed to the spirit of the time. Fundamentally, Marshall had built an “‘en- 
ght gine of analysis... machinery of universal application in the discovery of 
sa te ertain class of truths . . . not a body of concrete truth, but an engine 
ieee for the discovery of concrete truth.”® The discovery that there is such a 
man thing as a general method of economic analysis or, to put it differently, that 
later ; far as the logic of their procedure is concerned, economists, whether deal- 
Seal ng with international trade or with unemployment or with profits or with 
load ney or what not, are always applying substantially the same schema that 
ial s invariant to the particular subject matter in hand—this discovery was not 
ina s. Nor was it the discovery of the group of economists of which he was 
ieee. outstanding a member. In order to satisfy ourselves that this truth must 
seieral been known, at least from the Physiocrats on, to all economists that 
i knew their business, we need only look at Ricardo’s work. The first chapter, 
—_ | supplemented by the second, is obviously a blueprint of such an “‘engine 
se thee for the discovery of concrete truth,” and the rest of Ricardo’s chapters is 
nothing but a series of experiments in the application of that blueprint. But 
ies conomist before Marshall ever grasped the meaning of this so fully, 
i he ched it so energetically, acted upon it so consistently. 

ene Now from a man who took that view of the nature and the function of 
ran nomic theory, one might have expected a treatise very different from 
tale. the Principles, one that could never have enjoyed widespread popular favor. 
sictet We have already seen some of the reasons why the Principles were more 
alee rtunate: Marshall’s historic-philosophical culture tells on almost every 
up to page—his analytic schema is embedded in a luxuriant frame that concili- 
pass ates and comforts the layman. The analytic skeleton does not grin at you. 
nary p tis clothed in flesh and skin which Marshall’s observation of business facts 
re of 5 ‘ound it easy to assemble. All that meant more than homely and palatable 
— stration. But it also meant that this theory ‘‘went down”’ with the general 


EVO Taken from Mr. Keynes’s “portmanteau quotation” in his essay, op. cit., p. 208. 
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public as no other comparable treatise on economic theory ever did. 

There was something else however. In more fortunate fields of human 
knowledge, the analyst is allowed to do his work without constantly think- 
ing of and pointing out its utilitarian virtues; he may even with impunity 
stray from any possibility of practical application—which is one of the rea- 
sons why he progresses so well. The economist has not only to struggle with 
much less promising problems; he is also incessantly harassed by imperious 
demands for the immediately “useful” result, for service in the troubles of 
the hour, for professions of sympathy with the betterment of mankind and, 
unlike the physicist, he is not permitted to answer that all successful pro- 
duction is roundabout production and that even the utilitarian result js 
best attained by mot aiming at it directly. But Marshall felt no repugnance 
to the credo that prompts those demands. In fact, he fully subscribed to it 
L’art pour l’art had no place in his eminently Anglo-Saxon soul. To serve 
his nation and his time, and to teach what would be immediately helpful, 
that was what he himself wished to do more than anything else. He had no 
objection to commonplaces about human values and loved to preach the 
gospel of the Noble Life. 

Moreover, his idea of the Noble Life, his views about social problems, his 
general outlook on the public as well as on the private sphere, happened to 
coincide with the ideas, views and outlook of his country and his time 
More precisely, his ideals and convictions were the ideals and convictions, 
not indeed of the average Englishman of 1890, but of the average intel- 
lectual Englishman of 1890. He accepted the institutions around him, the 
privately owned firm and the family home in particular, and entertained 
no doubt about their vitality or the vitality of the civilization that had 
grown up around them. He accepted the utilitarianized and detheologized 
Christianity that prevailed. He complacently carried the flag of justice and 
did not question the validity of the compromise that had been struck, by 
means of the White Man’s Burden, between a creed of utilitarian righteous- 
ness and the inheritance of the Great Mogul. He cheerfully sympathized 
from a warm heart, with the ideals of socialism and patronizingly talked 
down to socialists from a cool head. Thus he was in a position to give his 
readers exactly what they craved—a message that was both high-minded and 
comforting—and at the same time to answer to the call of his conscience 

We may question the propriety of professiones fidei in a scientific treatise 
—though, after all, Marshall was in the same boat with Newton in that 
respect.® I for one do. More than that, we may fail to admire the particular 

“I have been struck by what seems to me a curious similarity between those two grea! 
men, and I have often wondered how much of it was due to their approximately sims! 
environments and how much merely to chance. It is not only that academic pontificalit 
that assertiveness of fundamental creed, that unreasonable sensitiveness to criticism wai 


both of them displayed. There is more. Both developed methods which they were extreme 
reluctant to publish as such. They liked to keep their blueprints to themselves. They work: 
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message. I confess that few things are so irritating to me as is the preaching 


f mid-Victorian morality, seasoned by Benthamism, the preaching from 
schema of middle-class values that knows no glamor and no passion. But 


that does not alter the fact that the vast majority of Marshall’s readers felt 
differently, and that they welcomed an analysis which was thoroughly im- 
bued with what to them was the only right and decent spirit. 


But there is something about Marshall’s work that is much greater than 


anything he actually accomplished—something that assures immortality or, 
let us say, vitality far beyond the lifetime of any definite achievement. Over 
and above the products of his genius which he handed to us to work with 


ind which inevitably wear out in our hands, there are in the Principles sub- 


tle suggestions or directions for further advance, manifestations of that 


juality of leadership that I have made an effort to define at the start. To 


list some of the former is easy; to convey a sense of the latter, difficult. 


First, it was but natural that a work of such importance should have 
ided the work of the generation it taught. The economic literature of the 


thirty years after 1890, therefore, abounds with developments and restate- 


nts of, and corollaries to, Marshallian propositions and pieces of tech- 
. The works of Marshall’s pupil and successor, Professor Pigou, of 
bertson, Lavington, Shove and many others — countless instances 


u thin this category. One example may suffice for the theorems and another 
gory P y 


t the techniques. 

Marshall was the first to show that perfect competition will not always 
naximize output. This, so far as I know the first breach in an ancient wall, 

elded the proposition that output might be increased beyond the cor- 


petitive maximum by restricting industries subject to decreasing, and ex- 
panding industries subject to increasing returns. Pigou, Kahn and others, 


following up the suggestion, developed what eventually became a field of 
considerable interest and importance. 

Again, the concept of elasticity of demand may not quite merit all the 
praise that has been bestowed on it. Still it set a fashion of reasoning in 
terms of elasticities which all of us find convenient. There are nearly a dozen 
lasticity concepts now in use. Among them, the elasticity of substitution 

inks first in importance. Though it is true that it works well only under 

imptions so restrictive as to be practically inapplicable to any real pat- 
fn, it serves admirably to clear up points that have been the subject of 
ich question, for instance, whether the in- 


results and presented them in ways other than those by which they had been discovered, 
r curiously long delays. Especially in later life, they both affected to despise pre- 
those things in which they were so great. 
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troduction of machinery into the productive process can or cannot injure 
the interests of labor. Now, the concept of substitution is basic for the Mar. 
shallian structure. His emphasis on the “principle of substitution” might 
almost be looked upon as the main purely theoretical difference between his 
schema and that of Walras. Hence the new instrument consists entirely of 
material that is to be found in the Princzples and had only to be joined. 

Second, though Marshall’s distinction between the long run and the short 
does not quite satisfactorily express what Marshall presumably intended to 
express by it, it spelled a great advance in clear and realistic thinking and js 
fully entitled to the homage that was rendered to it by its ready accept: 
ance. Marshall himself used it extensively and by so doing taught us a 
lesson from which our generation was and is eager to profit: by slow accte- 
tion a whole branch of economics has developed, Short Time Analysis. 

Third, Marshall is still more obviously the father of another compara- 
tively recent body of economic thought, of the theory of Imperfect Com- 
petition. This, I suppose, is true quite generally, but it is particularly obvious 
in the case of the English version. The ideas presented to English readers 
by Piero Sraffa in his famous article of 1926, are there seen to arise—this is 
still clearer in Costo di Produzione e Quantita Prodotta—from a struggle 
with the logical difficulties about Marshall’s descending cost curves. More- 
over, there are positive suggestions in the Principles, in particular the com- 
ments on special markets of individual firms. And Mr. Harrod and Mrs. 
Robinson simply proved themselves good Marshallians as well as economists 
of powerful originality by building the structure we admire. 

Less incontrovertible, I admit, is the fourth claim I am going to make 
on Marshall’s behalf. I have said that though he grasped the idea of general 
equilibrium he yet relegated it to the background, erecting in the foreground 
the handier house of partial or particular analysis. Nevertheless, especially 
in Book VI, he launches out into wide generalizations about the economic 
process as a whole. What is their nature, if they are neither particular nor 
general analyses? Well, I suppose we have got to recognize a third type of 
theory—in my own workshop it is called “‘aggregative.” Of course, he did 
not link up his treatment of such aggregative quantities with money. His 
failure to do so, in spite of his many and important discoveries in monetaty 
theory—since this is a comment on the Principles they cannot be men- 
tioned here—is perhaps the only fundamental criticism that I should level 
against him. But really, if one starts from partial analysis and then wishes 
to say something about the economic process as a whole, is it not natural 
that, despairing of the possibilities of the unwieldy idea of general equ 
librium, one should turn to aggregative theory? And would not then the 
theory of money automatically come in, to use Mrs. Robinson’s phrase, 3 
the theory of total output and employment? 

Fifth, it has been pointed out that Marshall held a definite theory of 
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‘nomic evolution which, though true to his habit he did not press upon 
the reader’s attention, stood in the very center of his thought. I shall not 
be suspected of harboring much sympathy for it. But I do want to point 

it that, not as a philosophy but as an instrument of research, it has exerted 
nore influence than most of us seem to be aware of. H. L. Moore’s trend- 
values can be considered to approximate equilibrium-values only on the 
basis of that theory. And W. M. Persons found in it the theoretical ra- 
tionale for dealing as he did with the trends in the Harvard-barometer 
series. This, however, leads to the item that is the most important of all. 

Sixth, then, Marshall’s was one of the strongest influences in the emer- 
gence of modern econometrics. Many as are the points in which the Prin- 

es resemble the Wealth of Nations, there is one in which the former 
are definitely superior to the latter, if, eliminating time, we reduce both to 

common denominator of subjective, time-conditioned performance. 
Adam Smith judiciously assembled and developed whatever he thought 
st worth while in the thought of his own and of the preceding epoch. 
But he did nothing to develop one of the most significant of the achieve- 
ments within his reach, the ‘Political Arithmetick”’ of the seventeenth cen- 
tury, whereas Marshall who, proportions guarded, had really less to go 
upon firmly led the way toward, and prepared the ground for, an economic 
science that would be not only quantitative but numerical. The importance 
of this cannot be overestimated. Economics will never either have or merit 
iny prestige until it can figure out results. 

How clearly Marshall realized this can be seen from his address on ‘“The 
Old Generation of Economists and the New” (1897). But we owe him 
much more than a program; we owe him a definite approach. All we have 
to do in order to satisfy ourselves of this, is to glance once more at what 
| have described as his “handy tools.’’ They are all of them eminently opera- 
tional in the statistical sense. We need but try our hand at the task of con- 
structing, from statistical material, models of a firm, a household, a market, 
in order to find that in doing so we run up against difficulties with which 
those tools are intended to cope. They are useful irrespective of that, to be 
sure, but we do not appreciate them fully until we realize that, whatever 
else they may be, they are first of all methods of measurement—devices to 
jacilitate numerical measurement—and parts of a general apparatus that 
ums at statistical measurement. They are perhaps not the best possible 
nes and they are certainly not the only possible ones. But they were the 

t of their kind, and econometric endeavors could hardly have started 

m anything else. 

For instance, it is obviously no coincidence that those endeavors were, on 
a large scale, first directed toward the derivation of statistical demand 
urves: Marshall’s theory of demand had provided an acceptable basis. 
‘here would have been little point in imposing all those restrictions that 
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enable us to define point elasticity or that kind of demand curve itself jf 
he had not wished to work out a method of approximation that would, ip 
many cases at least, prove manageable statistically. In fact, those restrictions 
which give rise to many objections become completely understandable only 
if we look at them from this standpoint. Take the concept of consumers’ 
rent. It is true that not much has come from this particular suggestion. But 
unless it was meant to lead up to statistical evaluation of a quantified wel- 
fare, why should not Marshall have been content with mentioning the exist. 
ence of such a surplus, a function of many variables, instead of courting 
the danger of misunderstanding and opposition by insisting, as Dupuit had 
done before him, on this kind of simplification that would reduce the num- 
ber of independent variables to two? The same reasoning applies, of course, 
to his cost and supply functions and, among other things, explains his ad- 
herence to those long-run industrial supply curves that do not look well to 
the theorist, yet open up certain statistical possibilities’ that are closed to 
more correct and more general models. 

Marshall’s conquests in the field of monetary theory could also be in- 
voked in support of the thesis that the vision of a theoretical apparatus that 
would effectively grip statistical fact pervades all his work and actually is 
its most distinctive feature. Boehm-Bawerk’s reasoning is no doubt quanti- 
tative. But the possibility of statistical measurement seems never to have 
occurred to him, and he did nothing to fit his theory for it. Walras’ system, 
while not as hopeless as many of us believe it to be, presents difficulties 
formidable enough to deter. Only Marshall’s teaching urges on. Never mind 
that it also cautions. We can do with that, too. Urging or cautioning, he 
is still the great teacher of us all. 

Standing on the edge of the ravine in which we all vainly seek for 4 
concrete highway, we behold him whenever we look back, serene, in Olym- 
pian repose, safe in the citadel of his beliefs, still telling us much that is 
worth our while to hear—nothing, however, that is more worth while to 
ponder over than this: ‘The more I study economics the smaller appears 
the knowledge I have of it . . . and now at the end of half a century, ! 
am conscious of more ignorance of it than I was at the beginning.” Yes, he 
was a great economist. 

JosEPH A. SCHUMPETER 

Harvard University 

Those possibilities have been partially exploited by G. T. Jones in his work on Io- 
creasing Returns. 
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A MULTIPLIER ANALYSIS OF ARMAMENT EXPENDITURE 


er present programs of increasing armament expenditure, it becomes necessary 

financial policy to progressive stages of employment in order to permit the 
only »aximum increase of national income. Traditional monetary tools apply only to general 
mers’ employment and full employment, and not to the intermediate stages. Since to reach 
But full employment the economy must pass through successive stages of decreasing total 

yment, with full employment appearing much earlier in some sectors than in 
s, a policy relevant to this development at any intermediate stage is necessary. The 
exist: recent experience of Great Britain, Canada, and Germany, in passing through this period 
ntary full employment, indicates a need for new controls over the distribution 
unt of savings. In order to channelize the flow of funds into non-saturated fields, 
t had the federal government in this country might well consider: (1) licensing of new 
num- ecurity issues; (2) differential reserve requirements for commercial banks; (3) increased 
yurse ver the disposable funds of other financial institutions ; (4) revival of the un- 
es ed profits tax; and (5) Treasury absorption of private savings. Still other measures 
IS ad: be used when it becomes necessary to enlarge the total supply of savings, such as: 
ell to rect propaganda, curtailment of certain types of consumption, increased social security 
ed to payroll taxes, and “deferred savings certificates’’ to government bondholders. A numerical 

t f maximum diversion can be made on the basis of these proposals. 


wel- 


ting 


hi toe Government expenditure, expanded by war needs, now absorbs more 
s that than one-half the national income of most of the belligerent nations. In 
Ily is England, almost 60 per cent of the enlarging national income must be 
nanti- fe transferred to the government for use in supporting the war effort.’ Esti- 
have mates of the German government’s share in the national income of the 
stem. Reich run as high as 72 per cent.? Japan and Italy use at least 50 per cent, 
ulties although no complete data are available;* and Canada is apparently divert- 
mind ing about 30 per cent.* The United States, with the addition of the lease- 
g, he end program, will probably reach 20 per cent of an 80 to 85 billion dollar 
national income during 1941.° 


for a This percentage, as well as the others, is a very rough approximation, useful only to 
ym: show order of magnitude. It is derived from the Economist's estimate for January, 1941: 
Y national income at a yearly rate of 8.12 billion pounds, and government spending at a 
hat is f 4.63 billion per year. The Economist, February 1, 1941, p. 138. 
ile to New York Times, March 9, 1941, p. 16, citing a report on wartime spending prepared 
pears tor th Department of Commerce by H. Arnold Quirin. 
The Statist, August 31, 1940, p. 189, citing the Toyko Gazette, shows that the 
ury, ncome to be expected for the year 1941 is about 30 billion yen, of which 12 
es, he billion will be taken by various savings devices. New York Times, January 24, 1941, p. 5, 
ndicates that government plans call for 4.5 billion yen of taxes in addition to all borrow- 
neans a transfer of 55 per cent of the national income to government. 
The Economist, April 6, 1940, pp. 616-617, presents the only budget data for 
11 from which an estimate can be made. 
m data in the Bank Letters of the Bank of Nova Scotia and the Bank of Montreal, 
timated the current rate of national income at 5.5 billion dollars. From this, 
xpenditures of .39 billion (Bank of Canada, Statistical Summary, August-Septem- 
and 1.46 billion of war costs (New York Times, March 9, 1941, p. 18), must 
i to government. This is almost 34 per cent. 
| spending is expected to be at the rate of at least 17.5 billion dollars per year, 
nal income falls within the estimates which range from 80 to 85 billion, the 
of it diverted to the national government will be between 20 per cent and 22 
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When nations begin fighting each other, they come to realize, mor 
clearly than when they are merely fighting depressions, the need both fo; 
planned efforts to maximize the national income and for planned trans. 
ference of a major portion of this income to government hands for use jy 
the public interest. Any nation has two objectives in wartime: (1) ¢ 
meet war expenditure out of an expanding national income;* and (2) t 
employ the best all-round method of commandeering a large share of the 
national income for war purposes, after the effective limits upon the con. 
version of formerly idle resources have been reached. 

The rapid growth of arms spending over the last few years began in 
every nation during a period of general unemployment. That condition of 
general unemployment has the following characteristics. 

1. All resources are underutilized; this includes the existing plant in 
producers’ and consumers’ goods industries, as well as the ‘‘attached”’ labor: 
ers. The factors are in differing stages of use, such that the idle reserves 
of some types of machinery or of skill are smaller than those of other type 
These comparative shortages will become bottlenecks, segmentary full em- 
ployment, once a general increase in the use of all machinery and labor i 
initiated. 

2. Net additions to investment will raise the national income by mor 
than the amount of initial expenditure; 7.e., there is a multiplier relation- 
ship in real terms. Controlled increases in the quantity of circulating money 
produce an increase of output and employment, without any necessary price 
rise. (a) Net income-creating expenditure by the government is equivalent 
to private measures as an initial increase in investment. (b) The conse 
quences of government finance may, however, be a reduction of private in 
vestment, so that, although government expenditure does become a part of 
the multiplicand, it may do so only by reducing the other parts. Conversel; 
the conduct of government finance might cause an increase in the amount 
of private investment going into these other parts of the multiplicand (such 
increases need not be classed with tertiary effects, where additional invest 

*Dan T. Smith, ‘Economic Consequences of Deficit Financing: A Review,” America 
Economic Review (Suppl.), February, 1941, pp. 89 ff., has made a case against maximizing 
real national income. In his view, long-run interests would be better served if preseat 
civilian consumption were restricted in order to meet war needs, without marked expansion 
of plant capacity. Any expansion would leave producers after the war with great ove 
capacity in fields where no sufficient increase in consumer dernand might conceivably b 
expected to arise. I could agree with Professor Smith if he had simply said that a limit 
imposed on national income by purely mechanical restrictions upon productive capacity 1 
particular fields. But when he defines the maximum in terms of an expected insufficiend 
of future aggregate demand, he is merely accepting “stagnation” as inevitable Such 4 
view is a logical outgrowth of the line of thought which supposes that depressions will & 
eliminated by “cutting off the booms and filling in the troughs.” What this actually mea’ 
is that, in attempting to reduce the amplitude of cyclical swings, we accept a condition 0 
permanent stagnation, with employment and output held below the high levels which 
reached only during prosperity. 
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ment is made in response to the rise in income resulting from the initial 
avestment). (c) Allowing for the subsequent subtraction effect of invest- 
ment which is self-liquidating,’ the greatest permanent stimulation of na- 
nal income is furnished by investment of the type which does not have 
, be amortized out of receipts from the sale of its future yield of con- 
sumers’ goods. 
Increases in the proportion of national income spent for consump- 
n purposes will increase the multiplier which operates upon any given 
nvestment-multiplicand to produce the level of national income. (a) If 
ncreased consumer-spending selects goods with a low elasticity of produc- 
n which are not currently produced in sufficient quantities, or if it 
selects goods which must all be diverted to the military program, the price 
behavior characteristic of full employment will come into operation in this 
segment of the economy. (b) A generally raised propensity to consume 
tay shift liquidity preference schedules upward, raising the interest bur- 
1 for current borrowers, both private and public. 


Stages of Employment 


The experience of the warring nations during the past several years has 
lemonstrated more clearly than we had ever recognized before that there 
re three significant stages of employment in a developed economy—general 
nemployment, segrnentary unemployment, and full employment—with 

lines between them rather difficult to draw. Too often in the literature 
there has been the blanci assumption that only the two extremes must be 
sidered. Even the recent excellent article by Professor Pigou fails to 
ognize this distinction sharply.* In this article, Professor Pigou dis- 
tinguishes three stages: (1) general unemployment, with the “‘slack’’ being 
up; (2) full employment, in a loose sense, when government is 
bsorbing an increasing proportion of a constant total; and (3) full em- 
loyment, again in a loose sense, when government is absorbing a constant 
n of the nation’s constant total of economic power. He does not 
ik down his first stage into the two phases during which this slack may 
de reduced: 7.¢., first, the phase during which unemployment is being re- 
ed in all sectors, and later, that during which unemployment is reduced 
oly in the important segments which still remain underemployed. 
nder such formulations, at any point short of full employment the 
maximization of national income should be brought about merely by con- 


A. Samuelson, “Theory of Pump-Priming Re-examined,’’ American Economic 

ptember, 1940, pp. 497-498. Furthermore, the deflationary effect of self-liquidating 

ts is comparable in the monetary sphere to a net repayment of deposits to commercial 

the retirement of loans. To the extent that funds are not re-loaned the economy 
bear, at this point, net dissaving. 

Pigou, “War Finance and Inflation,” Econ. Jour., December, 1940, pp. 462-468. 


' 
merit 
Kimizing 
pres 
pall» 
at 
vaD x 
Limit 
il 
acien 
4 
\ 
Of 
a 


2 Robert V. Rosa [June 


tinuing to enlarge either the multiplicand of new investment or the multi. 
plier dependent on the propensity to consume, or both, until the limits s¢ 
by full employment are reached. Actually, persistent increases in the volun: 
of investment or the propensity to consume will only be certain to continue 
to increase the total output while a// goods can be freely increased in quan. 
tity from supplies of unemployed resources. Unfortunately, the elasticities 
of production of all goods are not sufficiently alike to allow continued 
expansion of all to a point of simultaneous arrival at full employment. In 
fact, some segments of the economy not only reach full employment before 
others, but those arriving first often then become a barrier to the expansion 
of the rest. For example, if the multiplicand is increased by an increased 
flow of funds into the hands of those who will increase the demand for 
eavy producers goods, there will, none the less, be no increase in primay 
production if the steel-producing segment of the economy has alread 
reached full employment. Or an increase in the average propensity to con- 
sume, consisting let us say of a desire to spend larger proportions of in- 
come on automobiles, would likewise be prevented from increasing the 
national income if that industry had reached capacity. True, the recipients 
of the profits of the resulting high prices may use them to purchase goods 
still in relatively elastic supply; and to that extent employment is increased 
But to the extent that these profits are, in turn, used to purchase good: 
similarly limited in quantity, an upward spiral of prices will be under way 
with no increase in real income. The so-called “vicious spiral” of wages and 
prices begins when these automobile laborers wrest away part of the in- 
creased profits from their employers, and then spend their increased incomes 
on mor~ automobiles, or goods similarly produced to capacity. The spiral 
goes from higher prices to higher gross revenue and then to wage increases 
The wage increases mean increased spending, and the increased spending 
boosts prices still higher, setting the same sequence in motion again. 

It seems fairly clear, then, that the recognition of this second stage, seg 
mentary unemployment, introduces a need for additional planning of the 
form and quantity of the spending of new funds, if there is to be a may 
imization of real income. In the third stage, as has long been admitted, ix 
creases in the quantity of money can only produce continuous rises in price 
Because the characteristics of full employment have already received more 
public attention than they deserve, comparatively, this paper will be devotes 
chiefly to the analysis of the first two stages. 

Great Britain and Canada have gone from the first to the second of thes: 
stages while still retaining the pattern of economic control found in the 
United States. Both have subsequently, as they moved through the secon? 
stage toward the third, abandoned much of the pattern in favor of mort 
systematic over-all control. 

Great Britain suffered general unemployment until the very outbreak 
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| of the war. Measurement, however, is difficult because inferences based 


upon the unemployment among workers attached to an industry are likely 
to be in error. Unemployment of men can mean either underutilization of 
plant, with the consequent idle working force, or full employment of 
mechanical equipment without need for the services of many of the at- 
tached laborers. The reduction of unemployment of manpower by over 
one-half, from 1932 to 1937, can probably be interpreted, however, as 
showing largely the trend upward in the use of men and machines, follow- 
ing the general unemployment of the depression. The same analysis holds 
for the pre-war reduction of unemployment following the recession of 
37-1938. Unemployment, which had increased generally, had been re- 
ed by mid-1939 below the low level of 1937 to 8.2 per cent of the in- 
sured workers in Great Britain and Northern Ireland. But with the advent 
f war, the second stage began. Bottlenecks appeared, especially in engineer- 
ing, chemicals, and all trades relying heavily on imported materials. Despite 
the increase in the armed forces, which amounted to about 5 per cent of the 
employable population, unemployment increased to 10.3 per cent in Febru- 
ary, 1940. From this date, as control weapons were instituted, the bottle- 
necks were to some extent eliminated, with the result that by September, 
1940, only 5.2 per cent remained idle.® 
- Canada, where unemployment statistics are very inadequate, the Bank 
f Canada’s employment index did not reach the 1929 level until Novem- 
ber, 1939. In the first war-budget speech, September 12, 1939, Finance 
Minister Isley noted the existence of general unemployment and announced 
| program appropriate to that condition.’ By January, on the occasion of the 
nnouncement of the first war loan, while unemployment was starting to 
ncrease as it had in England, official policy became that consistent with 
irtial full employment. As late as April, 1940, the editors of the Monetary 
vies were insisting that general unemployment still prevailed;"* they in- 
sisted that there were still unused plants, as well as unused skilled and 
askilled workers, in every industry. By July, however, these editors them- 
selves were ready to admit that conditions had come close to those of par- 
full employment.'? By October, the Bank of Montreal was able to 
state that 95 per cent of all industrial capacity was being utilized.** On No- 
‘This percentage, as well as that for February, is too high due to the fact that although 
vorkers are counted among the unemployed, the official statistics make no addition to 
mber of insured workers after July, 1939. Consequently, this percentage is calculated 
» small a base. Further allowance should be made for the fact that Northern Ireland 
n unemployment percentage of 21 per cent as late as August, 1940, thus distorting 
total for “Great Britain and Northern Ireland.” All employment data are from the 
ry of Labor Gazette. 
lonetary Times, December 16, 1939, pp. 757-758. 
'4., April 27, 1940, p. 554. 
(01a., July 6, 1940, p. 10. 
York Times, November 24, 1940, p. F 1. 
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vember 21,** Mr. Isley reassured the nation that it had not yet passed com. 
pletely through the second stage, “. . . we are still at the stage where we 
can expand total production by a careful use of those resources which ar 
unemployed or poorly employed.” 

Germany went through these stages before the outbreak of the war. One. 
third of insured wage and salaried workers were unemployed in January, 
1933; by June, 1938, including those occupied in labor or concentration 
camps among the employed, there was only 1.3 per cent unemployment 
The largest reduction of unemployment came during 1933-1934; there. 
after, during the stage of partial full employment, the rate of absorption 
slowed down to less than one-third the earlier rate. The volume of indus. 
trial production followed this same general pattern; while total national 
income increased at a much less rapidly declining rate, probably due to the 
increased productivity and improved organization which developed as the 
economy was passing through the stage of partial unemployment. The 
policy of the first Four Year Plan, beginning in 1933, was for increasing 
empioyment and expanding output (Mengenkonjunktur) without price 
rises. The bottlenecks, which had already become serious: in some raw ma- 
terials by 1935, called for more and more ration-control; and by the end of 
1937, practically every industry was operating to the limit of existing capac- 
ity. In March, 1938, Dr. Schacht officially declared the second stage ended 
and promulgated a revised fiscal policy in conformity with these altered 
conditions. 

General Unemployment 


Multiplier analysis must necessarily apply differently to each of these 
stages. In the first, as has already been suggested, any net enlargement of 
the multiplier or the multiplicand will produce increases in the national 
income. There are differences, however, in the potency of various types of 
increase. Arms expenditures, financed during the first stage by new money 
enter the economy at the point where supplies are purchased and soldiers 
are paid. There is no reason to suspect any marked variation from the pre- 
vailing average over the community in the disposition of these receipts— 
as between consumption and saving. In contrast, funds just released entirely 
into low-income hands will tend to raise the average propensity to con 
sume.*® 

Defense spending during general unemployment cannot, then, be ex 
pected directly to alter the propensity to consume.’* The multiplicand, 00 
the other hand, may be increased greatly for one or more of five reasons. 

* Ibid., November 22, 1940, p. 2. 

* Cf. John Lindeman, “The Armaments Program and National Income,” Amer 


Economic Review, March, 1941, pp. 42 ff. : 
* Unless perhaps it can be assumed that there is a large increase of installment buy'ns 


precipitated by the swift upward rise of income. 
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The fact that armaments are not purchased by governments with the 
pectation of using them to produce goods for sale removes entirely the 


mitation imposed by profit calculations. Private investment occurs only in 
mounts consistent with earning a profit. Skyscrapers are built to yield re- 
turns; they appear only if there is some prospect of gain from their rental. 
Pyramids, on the contrary, are built indefinitely, so long as there is land to 
build upon. Arms expenditures, like the pyramids, can be arbitrarily con- 


2. Even if private investment could be made in continuing amounts as 
sizable as arms expenditure during a period of general unemployment, the 
stimulation of the economy would be less. Private investment is only made 
in order to give off goods for sale, and it must be amortized from sale 
revenues. As the amortization takes place, new investment would have to be 
enlarged by that added amount in order to maintain any given level of 
incomes.’? On this basis, the ideal non-deflationary investment is one which 
does not add to the flow of consumers’ goods in the future. Government 
expenditure on armaments is the fulfillment par excellence of this require- 


imposed, constituting additional leakages, the expansionary effect of the 


arms spending upon aggregate demand is proportionally reduced.** If the 
tax danger can be avoided, such dead weight expenditure as that upon 
irmaments would seem to constitute the best type of addition to the multi- 
plicand. The need to earn profits, whether it be in private investment or 
in self-liquidating government investment, has the effect, first, of limiting 
the amount of investment that can be made, and, second, of requiring 
eflationary repayments upon what investment is made. 


\s Professor Samuelson has correctly pointed out to me, this means that maintenance 
stant amount of net investment will be possible only with larger and larger gross 
nt, when projects are of a self-liquidating variety. 

‘There are many tax experts who argue that increased spending will raise the national 
sufficiently to yield tax revenues adequate for repayment of the borrowing. Actually 
tax leakage is more likely simply to introduce a negative multiplier so that net income 
| at its old level. To whatever extent taxation may be derived from attempted savings 
have already become leakages, however, the amount of new borrowing necessary is 
But even in Germany where controls are more stringent than free capitalism 

r tolerate, there has been continued necessity for resorting to deficit financing in 
mop up all savings leakages, and to counteract the negative multiplier introduced by 
taxation which did not draw solely from attempted savings. From 1932-1937, Ger- 

5 national income increased by about 50 per cent, while tax revenues increased about 
cent, largely because personal and corporate incomes rose into the higher bracket 

But to maintain that higher level of national income, despite the rapid increase 

venues, the rate of deficit spending itself (financed since 1937 to a larger extent 

borrowing than by credit creation) had to be steadily increased. During this period, 

the outbreak of the war had more than doubled state demands upon the national 

€ was no considerable attempt to enforce a reduced propensity to consume; 

ently, it seems reasonable to conclude that the increasing rate of deficit spending 
© years was not made necessary by artificial conditions. 


tinued and increased wholly without regard to declining profit rates. 
ment. There is only one real danger. To the extent that additional taxes are 
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3. Recognizing that dead-weight public expenditure is the most potent 
stimulus, it still remains true that the injection must be large in quantity 
and not subject to precipitous reductions. Deficit spending by the United 
States government during the late depression, it has been rather success- 
fully argued, was neither sufficiently large nor continuous. Defense spend- 
ing is another story. No one wants to limit or stop it just because “too 
much’’ has already been spent. The United States in fiscal 1941-42 will be 
spending at least 10 billion dollars on its military program alone—more 
than the total of all federal expenditure for any year of the depression. 
Barring involvement in war, the military “‘plant’’ will reach its expected 
peak in fiscal 1943, and outlays for new equipment will be tapered off 
throughout that year. But every year thereafter an outlay of 6 billion dollars 
will be necessary for maintenance. Clearly, neither an inconsequential 
amount nor a precipitous reduction in outlays is contemplated in the case 
of war expenditure.’® 

Difficulty must always arise, however, when the government undertakes 
a program of this size, if it has previously been engaged in other deficit 
financing operations. The United States had an immense program of public 
works, of insured loans on private account (urban and farm building, for 
example), and of direct loans to business, all under way when the defense 
program came in. Only two conditions would justify its reduction or elim- 
ination: the arms spending may bring full employment and eliminate the 
need for the earlier program, or arms production may require actual re- 
sources which the other operations were using. That is to say, either the arms 
spending may be so immense as to bring full employment, in which case 
the works program should be postponed,”° private housing no longer needs 
stimulation, and the funds of lending agencies may be diverted to govern- 
ment use; or the arms spending may require all available supplies of par- 
ticular resources which are likewise used in public works, private building, 
or by the borrowers in private industry. In either case, the conditions of 
segmentary full employment would compel government withdrawal from 

* Of course, the problems of post-war disarmament, or the stoppage of orders at the 
end of participation in a war, do create a major threat of discontinuity. The best immediate 
antidote must be found in maintenance of the deficit, wit: government spending shiftec 
to fields in which most of the dependent plant and men could be employed. The sup- 
posedly inevitable post-war collapse, coming shortly after this stoppage of arms production 
will be countered in part by an enormous release of deferred consumer demand for durable 
goods, such as that described in George Terborgh, “Present Position of the Durable Goods 
Inventory,” Federal Reserve Bulletin, October, 1940, pp. 1040-1044. But a continuance ‘ 
government spending, so long as men are not all employed in private industry, will assure 
a high level of activity until this deferred demand shall have become effective. 

* In Germany, for example, outlays for relief (not strictly comparable to United States 
work relief) were cut by seven-eighths from fiscal 1932-33 to fiscal 1936-37 because the 


approach of full employment made smaller relief outlays necessary—although the net defici 
could not be decreased in the same way. 
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the other fields.?* Both explanations have been given in official circles for 
currently proposed reductions in public works, although neither has been 
adequately substantiated publicly. 

{, It is customary to regard the private investment induced by an initial 
government outlay as tertiary, rather than as part of the original multi- 
plicand. That practice is still sound for the investment consequent upon a 
rise in income which follows large government outlays. But the invest- 
ment made by private firms who receive government contracts, and whose 
plants are paid for by the government through additional amounts attached 
to the payment for goods purchased, would seem to be fittingly regarded 
as primary multiplicand. Since for tax purposes such plants may be amor- 
tized in five years, from these government funds, the effect of the invest- 
ment is exactly the same as if the government had used an equal amount of 
money to buy battleships. Such a plant is usually constructed in one com- 
plete operation. The multiplicand is increased, in that year, beyond the 
amount of government outlay, by the amount of private outlay on new 
plant for government orders. But then each succeeding year, the govern- 
ment payment to the private owners is potentially as deflationary as any 
repayment of private investment out of the receipts from sales. Each gov- 
ernment payment in amortization of the private investment requires an 
equal offsetting increase in gross investment if the level of national income 
is to be maintained. On this basis, the national income will only be certain 
to reach its maximum if the outlay on each new plant is made directly, and 
all at once, by the government itself. 

This conclusion is reinforced by the allegedly widespread business fear 

f new plant. Such plant is said either to mean expansion of capacity be- 
yond all possible use in peacetime, or to give competitors a cost-free plant 
with which to begin cutthroat harassing of the market. Great Britain and 
Canada, whether for these reasons or others, have practically eliminated 
private investment financed through the capital markets; and Germany has 
igid control over new issues. Only Great Britain, however, goes so far 
with an excess profits tax as virtually to prohibit investment in private 
plant from business savings. Germany, by contrast, was able, through severe 
control, to provide a large portion of the funds necessary for financing the 
ersalz plants from savings made by the chemical and textile industries them- 
selves; only 12 per cent of the total outlay came from the Reich treasury, 
a small share from banks and codperative loans, and the remainder from 
governmentally licensed issues of shares and securities (often forcibly sold 
to ancillary industries) . 

“I have assumed away a third possible limitation, imposed by the condition that there 


aximum limit set upon the total amount of government deficit. In such an event, the 
ernment would rightfully curtail all but the most powerful stimuli. 
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5. Apart from the direct effect of government expenditure, the mult. 
plicand may be increased during a period of war activity by a growing favor. 
able balance of international payments on current account. The situations of 
Great Britain and Canada provide an interesting contrast for the case of 
warring nations. Despite valiant efforts, Great Britain’s current balance 
has been growing steadily worse. Her export markets are greatly reduced 
and her essential imports are still increasing. What she cannot buy with ex- 
ports, she must secure by disinvesting in gold or foreign securities. As q 
consequence there is still segmentary unemployment in the affected export. 
ing industries, such as coal. Canada, on the other extreme, by curtailing all 
non-military and non-subsistence imports, has kept her rising national in- 
come from bringing in the increases consistent with her old propensity to 
import. At the same time she has increased her investment multiplicand by 
sending such large quantities of food and munitions to Great Britain that 
her favorable balance during the first year of the war was greater than the 
Dominion’s total war expenditure. The United States, possessing as it 
does the facilities for producing so many essential war materials, has steadily 
increased its export balance despite embargoes, despite curtailment of ship- 
ping services and the loss of continental markets under “cash and carry," 
and despite the placing of heavy duties on non-essential imports into Can- 
ada and Great Britain. One difficulty with such increases in the multipli- 
cand, however, clearly lies in their distorting effect. Established export 
trades are contracted to the levels of the home market, while aircraft, ship 
building, and munitions are expanded to capacity. A wartime export balance 
coming during conditions of general unemployment enlarges the multi- 
plicand, and the nation is thankful for it; but it also directly aggravates the 
distortions which are developing into partial full employment. 

War expenditure, beginning at a time of general unemployment, con- 
tributes uniquely to the multiplicand because, first, each injection is not 
limited to the amount capable of earning profits; second, each injection 
of spending is not followed by subsequent deflationary repayments; third, 
popular approval makes possible large government deficits; fourth, govern- 
ment direct investment in plant for producing armaments has greater stimu- 
lating effects than private investment; and fifth, the “favorable balance on 
current account” of a nation possessing the resources of the United States 
is likely to increase when all nations are building armaments. 


Segmentary Full Employment 


The multiplier resulting from defense spending must necessarily soon 
push the economy into the stage of segmentary full employment. It thea 
becomes imperative that controls be introduced to prevent sharp price in: 
creases in the bottlenecks, in order to avoid the outbreak of cumulatively 
inflationary price spirals. These controls must be of three types: (1) control 


| 
| 
| 
| 
| 
| 


[June 


multi- 
favor. 
ons of 
‘ase of 
valance 
duced, 
ith ex- 
. Asa 
-xport- 
ing all 
nal in- 
sity to 
and by 
in that 
an the 
as it 
teadily 
ship- 
carty, 
Can- 
iltipli 
export 
, ship- 
alance 
multi- 
tes the 


con: 
is not 
jection 
third, 
overn- 
stimu- 
nce on 
States 


1941] Analysis of Armament Expenditure 259 


over the source of government funds, and the quantity of new money 
created by the banks, (2) control over the direction of government spend- 


ing to curtail outlays by other departments on goods needed for the war 
arsenal, and (3) direct control over the prices paid by government for its 
purchases, as well as by the general public. Until the stage of full employ- 
ment is virtually reached, however, it is possible to control prices and 
increase the war inventory by using existing governmental machinery with- 
ut invoking direct rationing for the general public, provided the immedi- 
te transfer to government does not increase by more than, say, 15 per cent 
f the national income. I shall deal only with possible methods of con- 
trolling the source of government funds and the quantity of new deposit 
creation. 

Most of the already voluminous literature on the subject of defense 
finance has been premised on the assumption that once bottlenecks appear, 
and price increases seem imminent, all hope of securing the arms supplies 
from an addition to national income, provided by employing idle resources, 
must be abandoned. That fear is well meant, but not altogether necessary. 
True, it is no longer possible to enlarge the national income by simply 
releasing new funds in whatever direction. But there is still no necessity 
for freezing the existing level of national income by requiring that all arms 
expenditure be financed by savings and taxation diverted from the current 
income stream. 

Control must be instituted over the institutional supplies of funds. On 
the long-term capital market new issues and refinancing must be licensed 
by the Securities and Exchange Commission to conform with the govern- 
ment’s plans for plant construction under the defense program. English 
supervision has been so complete that only 16 million pounds of private 
issues were allowed during the first year of the war, while over 500 million 
if new investment was financed directly by the government according to its 

n specifications.?* Such strict control is not yet necessary in the United 
States, although the Reconstruction Finance Corporation is fortunately 
available, supplied with funds from the long- and short-term money mar- 
kets, to lend directly in those cases where licensees cannot secure private 
commitment. On the short-term money market, where the commercial banks 
furnish a principal share of the funds, several checks are operative. The 
banks may be denied the further use of their reserves by the imposition of 
lifferential reserve requirements.** Or they may be subjected to increased 

Economist, July 20, 1940, p. 95. 
Special Report of the Board of Governors,” Federal Reserve Bulletin, January, 
pp. 1-2. The Board recommends: (1) an increase in statutory reserve requirements ; 
horization of the Open Market Committee to raise reserve requirements as much 
per cent above the statutory figure, and to shift the differentials between the three 
f banks; (3) the inclusion of non-member banks within the scope of the reserve 


ents; and (4) prevention of potential increases in excess reserves, such as the 
t greenbacks, devaluation, and continued addition of inflowing gold to the monetary 
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portfolio supervision (principally through the Federal Deposit Insurance 
Corporation) requiring investigation into the economic incidence upon 
resources of a borrower's project before granting of a loan—such super. 
vision to be advised by the Office for Production Management and the price 
study division of the Defense Advisory Commission. And, of course, aij 
funds, new or reissued, flowing into government hands from the banks. 
will be directed under the same control only into the purchase of goods 


which can physically be produced under the price control provisions already | 
operating for government contracts. As still another channel through which | 


to guide commercial bank funds, the government agencies for insuring 
commodity loans and housing mortgages can arbitrarily limit their scope, 
or enlarge it, according as increased disposable incomes to farmers or in- 
creased building activity may fit into the plans of the defense commission 

There is another problem, however. What good does it do to circum. 
scribe commercial bank activity if this merely means a shifting in functions, 
with the institutional savers stepping in to direct funds along avenues 
denied to commercial banks, and leaving to commercial banks that portion 
of the activities of the institutions now deemed legitimate? Further curbs 
must be imposed. But the machinery for such curbing is nearly complete 


already. The three chief channels of institutional savings in the United § 


States are the insurance companies, the savings and loan associations, and 
the corporations which lay aside business savings. 

Insurance companies have annually over 4 billion dollars in the form 
of additions to reserves and in currently liquidating loans yielding funds for 
relending.** This amount can first be limited in its effect by the use of such 


voluntary measures as those announced by the Treasury on January 23, | 


1941, for inducing insurance companies to contribute larger sums to the 
Treasury, which will of course then divert them according to the codr- 
dinated plan.” The banks will undoubtedly be specifically forbidden to 
take the type of bonds designed primarily for sale to the insurance com: 


panies. But once such measures fall short, the second step might be, in § 


view of the findings being compiled by the Temporary National Econom 

* Hearings before the Temporary National Economic Committee, “Life Insurance,” Par 
10-A, Washington, 1940, p. 92, table showing that this has been true from 1935 through 
1938 for the total of the “twenty-six largest legal reserve life insurance companies dom! 
ciled in the United States.” 

* New York Times, January 24, 1941, p. 1, “. . . the Treasury’s plans call for the 
creation of a new type of long-term bond which will appeal primarily to institutional in 
vestors such as life insurance companies and endowed funds. 

“By redeeming part of the issue every year at par it would be possible, it is thought, 
to keep the price of the bonds fairly stable. Investors would be reluctant to bid a high 
premium because their holdings might be among the bonds called for redemption. Similarly 
there would be little disposition to sacrifice the bonds much below par because there would 
always be the chance of having them called for redemption at that level.’ 
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committee's staff,* to begin now the government chartering and inspecting 
f insurance companies which has so long been necessary in the public 
aterest. The plan is justified on purely social grounds. Providing protection 
o insurance company policy holders is no more than equitable in view of 
the insurance provided all bank depositors and savings and loan associa- 

a depositors, and the assistance provided all investors in the securities 
markets. But coming now, it can be of even greater economic benefit by 
permitting the extension of the supervisory standards, herein proposed for 
the commercial banks, to include the insurance companies as well. 

As for the savings and loan associations, more than three-fourths of them 
ire already either federally chartered or members of the Federal Savings 
ind Loan Insurance Corporation,” and subject to requirements which make 
the above conditions easy to meet. They are permitted to invest the more 
than six-tenths of a billion which they newly place each year only in ap- 
proved housing of in government bonds. The supervisory agency can 
ipply here the same standards invoked for commercial banks, in deciding 
whether or not more housing should be encouraged. If housing is to be 
liscouraged, these current savings and current liquidations should be di- 
rected to the federal Treasury where their use can be fully controlled. 

he savings of business corporations are already under some control 
through the amortization provisions of the profits tax. Savings otherwise 


amount of business savings which would normally be set aside, even with- 
ut the excess profits of the war situation that can best be reduced to the 
ume directional control by revival, solely for the period of the war emer- 
ency, of the undivided profits tax—treyised to apply also to unincorporated 
caterprises. Or if this should appear too drastic, administratively complex, 
fr unjust, there is also the alternative, suggested by the German experi- 

, of inducing businesses to invest in government securities whatever 
ish balances they are currently accumulating in contemplation of invest- 


nent, ° 
There remain only the small savers whose funds are not diverted into 


~ Gerhard Gesell and Ernest Howe, Study of Legal Reserve Life Insurance Companies, 
(NEC Monograph No. 28, Washington, 1941; cf. also the testimony of Sumner T. Pike 
ad Gerhard Gesell before the Temporary National Economic Committee, summarized in 

York Times, March 1, 1941, p. 29. 

“In terms of new lending each year, the most significant measure for this purpose, 
than three-fourths of all activity in 1937, 1938, and 1939, was carried on by asso- 
lations of these two classes, according to the Seventh Annual Report, Federal Home Loan 
Soard, Washington, 1939, p. 192. 

~ Neither explicit business savings, nor those disguised in excessive depreciation al- 

aces, are necessarily represented by accumulations of cash within the corporation. For 

lysis of control over the flow of funds, however, only the actual use of cash is 
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any of the organized channels just considered. For them, the program of 
savings stamps and small-denomination investments, announced by the 
Treasury on January 23, is devised. These same individuals contributed 
about four-fifths of a billion dollars to postal saving and baby bonds last 
year. And with this final method, supplementing all the others for secur- 
ing a major share of current savings, and of controlling the creation of 
deposits,”° the government should have sufficient power to set at rest most 
fears of a runaway inflation and to permit it to undertake a program for 
enlarging the physical volume of output to its maximum. 

But nothing has yet been done to check the spending of consumers who 
receive expanding total incomes as a result of the reémployment of idle 
men and materials. The total disposable income of all workers as a group 
will increase whether individual wage rates are raised or not. As a result 
of the spending of new funds, or of savings, upon this most ‘‘expansive” 
form of new investment, armaments, the consuming public does have more 
money to spend. If it proceeds to purchase goods which are in relatively 
inelastic supply, then prices will rise despite all of the government controls 
just discussed. Only the amount of the initial spending will have consti- 
tuted an addition to the real national income. But if, on the other hand, 
the secondary spending is upon goods in relatively elastic supply, then 
more men are employed, total income rises, and this next group of men has 
incomes with which to continue the effect of the multiplier. 

The government's rdle in the case of secondary spenders should probably 
be, first, before real income has reached its maximum, to make every effort 
to increase the supply of food, clothing, and housing available to these 
consumers, even if this means permitting some new investment in these 
fields. Then, secondly, as in Germany, it may be possible to increase real 
output for consumers by cultivating a desire for things which can be easil} 
supplied, diverting the increased consumer spending into such lines as an 
increased tourist trade. As a third step, for those goods the supply of which 
must be limited, excises nay be imposed, thus rationing the available 
supply among the consumers who are able to pay most and increasing gov- 
ernment revenue.*° 

Another device, useful when consumer spending has ceased to flow into 
unemployed sectors, is an increase in voluntary saving. Japan, using the 

* It must be stressed that no such sleight-of-hand as that of 1917-18, through whic! 
private persons borrowed at the banks in order to secure funds for the purchase of gove™ 
ment bonds, should be tolerated. This practice has been allowed in several more devious 
forms in pre-war Germany; and in England and Canada there is still no prohibition. ¥ 

* The inequities of such a program are too flagrant to permit its use for any extends 
period or over more than a very few postponable, or relatively unnecessary, items 19 © 
consumer’s market basket. This diversion of funds to government hands is, of cours 
useless as a preventive to inflation unless the funds are in turn released into sectors whit" 
still remain underemployed, or are held idle in a Treasury balance representing an ¢xtt™ 
of receipts over expenditure. 
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British method of “friendly societies” and a powerful propaganda, has 
succeeded in diverting the fantastic fraction of 30 per cent of her national 
acome to the government by means of savings which assertedly are entirely 
voluntary.** At present, in the United States, these voluntary savings may 
go into any of the controlled channels, including savings banks, insurance 
companies, and savings and loan associations, as well as directly into gov- 
ernment bonds. If still further exactions become necessary, plans of in- 
creased taxation may be accompanied by compulsory saving. The most 
bvious form of the latter would be through an increase in the Old Age 
Insurance and Unemployment Insurance payroll taxes under Titles VIII 
ind IX of the Social Security act, providing a claim on the future for those 
who will be thrown out of employment by old age or by the frictions of 
post-war readjustment, and providing a useful avenue for the release of 
new funds to revive normal activity after the war.*? 
But, if compulsory savings are to be taken from everyone who is build- 
1g up an equity in a social security account, both fair play and sound fiscal 
management require similar sacrifice from those other government creditors, 
the holders of government bonds. As a supplement to its new policy of re- 
moving the tax exemption, the Treasury might conceivably pay a part of its 
current interest obligations in deferred savings certificates, to be serially re- 
leemed, or redeemed by lottery, in amounts consistent with monetary condi- 
tions in the future. The “indents” paid out for the interest on government 
lebt in the 1780’s even circulated as acceptable currency for several years 
without discount. Certainly the Treasury’s prestige, coupled with an acknowl- 
lged need to control the flow of money payments in order to prevent infla- 
1, could permit issuance of non-transferable notes in partial payment of 
aterest obligations without destroyirig low government interest rates. To 
arty out the policy of compulsory savings with full justice, there must also 
be a levy of the same form on all unearned income, as well as all earned 
me for which no social security payroll assessments have been made. A 
graduation similar to that proposed by Keynes would probably have to be 
tked out.** Such a measure would, no doubt, to a large extent, merely 
secure funds which would have been secured through the channels already 
specified, and thus constitute only a slight net addition to government 
revenue. Such “forced savings’ have the advantage for all fixed income 


r 


receivers, at any rate, that they secure a claim on the future income stream, 


"The Statist, London, August 31, 1940, p. 189, citing the Tokyo Gazette. The report 
that there are 580,000 savings groups with a total membership of 35 million people 
pan and her overseas territories. 
very likely, too, that such a technique would be much more favorably received by 
roups than was the Keynes plan. An established machinery, whose operations every- 
} come to accept, if not to understand, would simply be utilized to save for the 
og man a part of his war-boom wages in preparation for the day when, as the general 
public now confidently expects, the post-war depression will strike. 
J. M. Keynes, How to Pay for the War, New York, 1940, pp. 34-44, 
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which is far preferable to the “forced Joss” imposed by inflation. 

All of the foregoing methods, if taken together, would constitute such 
an effective limitation upon promiscuous consumer spending that the neces. 
sity for control of the direction of private investment would thereby be 
lessened; for there is no inducement to private investment in sectors where 
no demand is allowed to exist. This is the condition which will prevail when 
complete full employment has been reached. At that time, all of the weap- 
ons just enumerated must be employed to divert income into the Treasury 
and to avoid the dangers of inflation. 

So long as the real national income can be increased, or so long as any 
propensity to save is dissipated, the government may still use new money to 


ESTIMATED MAXIMUM DIVERSION OF “SAVINGS” TO THE TREASURY 
(Figures for one year; 000,000,000 omitted ) 


Source Potential Revenues 


Life Insurance’ 

Social Security payroll taxes* 

Federal credit agencies*® 
Reissued funds of commercial banks* . . 
Small savers® 

Trusts and corporations® 

Interest reduction on public debt’ 
Savings and loan associations® 


Total 


* Estimate based on ‘Total Funds Available for Investment,” Hearings before t 
Temporary National Economic Committee, Part 10-A, Washington, 1940, p. 92. This 
source includes only ‘the twenty-six largest legal reserve life insurance companies domi 
ciled in the United States.” Adjustment is made for the maintenance of a normal cash 
balance. 

* Estimate assumes an increase of 1 per cent in the employee and employer cont: 
bution under Title VIII; the same effect could be produced by am increase in the taxes 
which support unemployment insurance. 

‘This estimate excludes the amount of lending conducted by government agencies for 
the war effort: it includes the reduction of Treasury (direct and indirect) appropriations 
and also assumes large scale capital repayment consequent upon contraction of new lending 
The estimate is for short-run use. After two years this would be much smaller. 

* This item represents the “deflationary” repayments made in liquidation of bank loans 
and which banks stand ready to re-lend. Restriction of Federal Housing Administration 
insurance to mortgages already insured would itself release annually an amount of nearl) 
one billion. 

*In 1939, postal savings, savings bonds, and savings bank investment in government 
securities yielded a total of 1 billion dollars, A mild campaign wovld certainly double this 
amount; “friendly societies” might be organized, for example. 

*There are no statistical data adequate for an estimate of the holding of government 
bonds by trusts and corporations; this is an outright guess. 

* Adjustment is made for the deferred interest certificates paid to government agenas 
and trust funds; two-thirds of the remainder are assumed to be paid in certificates. 

* This estimate includes only associations affiliated with the agencies of the Federa 
Home Loan Bank Board. 
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meet a portion of its needs. Further, as the national income increases, a 
larger and larger revenue can be secured from that taxation which reaches 
attempted savings. But in addition, in order to watch more closely all 
tempted saving, and to divert funds destined for new investment into 
the avenues required by the arms production program, all of the devices I 
have suggested above may be employed. I attach here, with a caution that 
it is an approximation only, a table of maximum potential diversion. The 
total, interestingly enough, roughly coincides with Currie’s estimates of the 
amount of actual savings consistent with a national income of 90 billion 
dollars.** 

Practically all of the machinery for accomplishing systematic control over 
the quantity and flow of funds, short of general rationing to consumers, is 
already in existence. It will become increasingly desirable to use this con- 
trol machinery as we move through the stage of segmentary full employ- 
ment. The only questions now remaining in my mind are: (1) whether 

rnot our fear of government will compel us to keep that control uncoér- 

inated and inefficient, and (2) how the administrative responsibility for a 
program of such vast consequences, if that program does become effectively 
cobrdinated, can be “checked and balanced’”’ in suitable democratic fashion. 

ROBERT V. ROSA 

Harvard University 

‘Lauchlin Currie finds 19 billion dollars appropriate for this level of national income; 

estimates of national income for the current calendar year run more than 5 billion 


less than this. (Hearings before the Temporary National Economic Committee, 
, Washington, 1940, p. 3537.) 
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CHINA’S FOREIGN EXCHANGE PROBLEMS: A 
PROPOSED SOLUTION? 


The foreign exchange situation in China is probably the most complicated existing 
anywhere in the world. Efforts at stabilization have been unsuccessful, and unless a solution 
is found the loan made by the United States to China to aid in stabilizing the exchanges 
will be ineffective and is likely to benefit the Japanese. The problem is integrally related 
to more fundamental problems of economizing China’s war efforts and supporting morale 
With the codperation of the United States the problem could be solved by “freezing 
Chinese funds in the United States and putting into effect bilateral clearing arrangements 
Such a plan would also strengthen the position of the Chinese currency in the occupied 
areas and Shanghai, halt the inflation of prices, and serve as an economic weapon against 


Japan. 
I. Introduction 


The recent loan to China by the United States for the purpose of stabiliz- 
ing the Chinese currency? was immediately beset with difficulties which 
diminish the value of the loan. The nature of the difficulties can be briefly 
stated. 

Having abandoned the silver standard in the year 1935, China adopted 
the foreign exchange policy of pegging the value of the national currency 
to pound sterling and the United States dollar through the process of un- 
limited selling and buying at the official rates by the Chinese governmental 
banks. Eight months after the so-called ‘China Incident” which started on 
July 7, 1937, the Chinese national government had to suspend this policy 
and to institute other measures of exchange control. Since March, 1938, 
foreign exchange has been obtainable from the governmental banks at the 
official rates only on application. As many applications were denied, the 
unofficial (or ‘‘black”’ market) of foreign exchange emerged, the bulk of 
the transactions being carried out in Shanghai where the national govern 
ment has no effective control. 

The unofficial rates have been progressively lower than the official rates.’ 
This decline in the unofficial market is the result of a combination of 
factors. In addition to the flight of capital and the large excess of imports 
over exports in the occupied areas and in Shanghai,‘ operations by the 
speculative interests and the Japanese-controlled agencies having possession 
of the Chinese national currency have contributed greatly to the demoraliza- 
tion of the Chinese currency. 

In order to maintain the external value of the currency, an official Stabili- 

' This article is a briefer version of a memorandum prepared for private circulation i 
January, 1941. The author has benefited from discussion with many persons too numerou 
to thank by name. Mr. Albert R. Beisel, Jr., has been especially helpfui in the preparation 
of the initial draft; and Professor Paul T. Homan, the present draft 

* A loan of $50,000,000 was granted to China for the purpose of supporting Chinas 
currency. See The New York Times, section 1, p. 1, Dec. 1, 1940. 

* See Statistical Appendix I, p. 279. 

*See Statistical Appendix II, p. 279. 
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tion Fund was established in March, 1939.5 The limited resources of the 
Fund, however, could not stand the immense buying pressures just ex- 
slained and at times, after sustaining enormous losses, intervention was 
withdrawn. While this policy of attempted stabilization to some extent 
facilitated international trade and reinforced confidence in the national 
urrency in the occupied areas and Shanghai, it clearly has also been to the 
idvantage of the Japanese-controlled agencies, speculative interests and 
people who “seek haven’’ abroad for their capital. This fact explains why 
the Japanese, though doing everything possible to undermine the founda- 
ion of the national currency, are also eager to see the unofficial market 

[ tinued. 

To conceive the problem only as a matter of stabilizing the currency is 
in understatement of the dangerous situation, if not a misconception of the 
whole picture. It will be pointed out in the next two sections of this paper 
that the issue is actually a complex of the much more fundamental prob- 

ms of economizing the Chinese war efforts by conducting China's inter- 

onal trade on better “terms of trade’; reducing the costs of war by 
ecking inflation; strengthening the morale of the people by ending un- 
warranted profits to speculative interests; weakening the strength of the 
enemy by ceasing to feed them with precious exchange reserves; and main- 
taining the people’s confidence in the national currency. It is the purpose of 

s paper to work out a practical solution for this complex of problems. 

The British experience of exchange control during the present war* has 
been a source of inspiration for the present paper. In fact, the central idea 

f the plan to be proposed is a combination of the amended British regula- 
tions (7.¢., “bilateral clearing arrangements’) with the “freezing” of the 
hinese balances by the United States, modified and reinforced by addi- 
tional measures suitable for the more complicated Chinese situation. 
Stabilization Fund, established in March, 1939, started with 10,000,000 pounds. 
f the amount was furnished by British banks (3,000,000 by the Hong Kong and 
i Banking Corporation, and 2,000,000 by the Chartered Bank of India, Australia 
na) and the other half by the Bank of China and the Bank of Communication. 
> regulations now in effect are given in the following document issued by the 
sovernment: “The Defence (Finance) Regulations, together with a classified list 
made under the Defence (Finance) Regulations, 1939, and in force on the 3d 
er 1940.” 
xcellent outline and analysis of these regulations, see T. R. Wilson, “British 
ntrol after One Year of Operation,’’ Commerce Reports, Sept. 7, 1940. 
ce also the following articles: 
Balogh, “The Drift towards a Rational Foreign Exchange Policy,” Economica, Aug. 
248-279; and “Foreign Exchange and Export Trade Policy,” Econ. Jour., Mar. 
1-26; P. Einzig, ‘The Unofficial Market in Sterling,” Econ. Jour., Dec. 1939, 
S. E. Harris, “The Official and Unofficial Markets for Sterling,” Quart. Jour. 
Aug. 1940, pp. 655-664; G. Holden, “Rationing and Exchange Control in British 
" Quart, Jour. Econ., Feb. 1940, pp. 171-200; F. W. Paish, “The Free 
' Royal Economic Society, Memorandum No. 82, London and Cambridge 
¢ Service’s Report on Current Economic Conditions, May 1940, pp. 11-19. 
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Much of the factual material on which the analysis is based is of neces. 
sity incomplete and may be, in part, inaccurate. Moreover, many technical 
details which would be essential to the proposed plan have not been worked 
out. But this should in no way be allowed to obscure or affect the validity 
of the central idea advocated; namely: no half-hearted and self-inconsistent 
measures, such as a Stabilization Fund, can solve the complex of problems 
Either full steps toward modified “bilateral clearing arrangements” must {x 
taken, or the disastrous consequences of a continuing “black” market must 
be faced. 

In section II, the analysis begins by giving a somewhat elementary ac. 
count of the types of transactions taking place in the “black” market of 
Shanghai. This account is necessary for an understanding of the sources of 
demand for and supply of foreign exchange in the “black” market. In sec. 
tion III, the effects of the operations in the “‘black”’ market are scrutinized 
in detail. This analysis is more or less applicable to any country where a 
substantial ‘‘black” market emerges because of the ineffectiveness of the 
exchange control. In section IV, the proposed remedial plan is presented in 
its bare outline. 


II. Demand for and Supply of Foreign Exchange in the “Black” Market 


The existing trade and financial relations between China and foreign 
countries are the most complicated the world has ever known. The transac- 
tions, which can be classified roughly into twelve types (excluding that 
part of governmental purchases abroad which is paid for either by borrow- 
ing or by barter agreements), are as follows:" 


I. Imports of commodities and services into the occupied areas (exclud- 
ing Shanghai) from the United States.* 
a. Some of these imports are paid for with dollars obtained from the 
Japanese authorities. 
b. Others are paid for with dollars bought in the “black” market 
This constitutes a demand for dollars in the “black” market. This 
is demand No.1 (D,). 


II. Exports of commodities and services from the occupied areas (exclud- 
ing Shanghai) to the United States. 

a. Most of the dollar proceeds obtained from these exports go to the 
Japanese authorities because of the Japanese foreign trade control 
in these areas. 

. A small part of the dollar proceeds flows to the “black” market to 
be converted into Chinese national currency, and thus constitutes 
a source of supply of dollars to the “black” market. This is supply 
No. 1 (S,). 

"Exports of gold and silver are excluded from the classification. Presumably a large 
part of these exports have been on governmental accounts. Imports of these metals have 
been practically nil. 

* For simplicity of exposition, we take the United States as representative of all the 
foreign countries having commercial relations with China. 
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Imports of commodities and services into Shanghai from the United 

otates. 

a. A small part is paid for with dollars obtained from the Chinese 
authorities.® 

b. Most of them are paid for by dollars bought from the “black” 
market. This constitutes demand No. 2 (D,) for dollars in the 
“black” market. 


’. Exports of commodities and services from Shanghai to the United 
States. 
a. A small part of the dollar proceeds goes to the Chinese authorities.’ 
b. Most of them flow to the “black’’ market to be converted into 
Chinese national currency. Call this supply No. 2 (S,) of dollars to 
the “black’’ market. 


Export of long- and short-term capital, including temporary and per- 

manent flight and speculative operations, from Shanghai to the United 

States. This constitutes demand No. 3 (Dy) for dollars in the “black’’ 

market. 

Import of long- and short-term capital, including speculative opera- 

tions, into Shanghai from the United States. Call this sup ply No. 3 (Ss) 
f dollars to the “black” market. 


The purchase of American dollars in the “black” market by Japanese- 
controlled agencies, with Chinese currency obtained in the following 
ways: 

By importing goods produced in Japan and the occupied areas into 


Shanghai, as well as smuggling them into the unoccupied areas. 
Call this demand No. 4q (Dyq). 

By exchanging the puppet money for national currency, by taxation, 
etc. Call this demand No. 4, (D,,). 


American dollars supplied to the “black” market by Chinese authori- 
ties for stabilization and other purposes, Cal] this supply No. 4 (S,). 


.. Imports of commodities and services into the unoccupied areas from 
the United States. 

a. Some of the dollars are obtained from the Chinese authorities. 

b. Others are obtained from the “black” market (those which are 
not under the Import Control in the unoccupied areas). This con- 
stitutes demand No. 5 (D,) for dollars in the “black” market 
(probably relatively unimportant). 

Exports of commodities and services from the unoccupied areas into 

the United States. 

a. Most of the dollar proceeds go to the Chinese authorities. 


Some flow to the “black’’ market to be converted into Chinese 
national currency. Call this supply No. 5 (S;). 


Trade and financial transactions between the occupied areas, the un- 
upied areas and Shanghai. For simplicity of presentation these 


ibly an even smaller part is paid for by dollars obtained from the Japanese 


of it naturally goes to the Japanese authorities. 
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transactions, except the one already given under VII, a, are not in- 
cluded in the following table. 


. Commodities and services imported from Shanghai into the occupied 
areas and Japan and then re-exported to the United States. This item 
constitutes a part of transaction II, a; but because of its importance in 
the proposed remedial scheme, it is separately listed.™ 


For convenience we list the demand and supply sources of American 
dollars (which, for simplicity, stands for all foreign currencies) in the 
accompanying table, together with the numbers under which they were 
classified in the preceding pages. 


DEMAND FOR AMERICAN DOLLARS Supp_y OF AMERICAN Do.tars 


Source No. Source 
D, (I, b) A part of the imports into the S: (II, b) <A small part of the exports 
occupied area. from the occupied areas, 


D, (III, b) Most of the imports into S2 (III, b) Most of the exports fron 
Shanghai. Shanghai. 


Ds (V) Export of capital, including S; (VI) Import of capital, including 
“flizht” and speculative oper- speculative operations. 
ations. 


(VII, a) Japanese agencies buy dollars (VIII) Chinese Stabilization Fund and 
with national currency ob- other governmental supplies. 
tained by importing into 
Shanghai and smuggling into 
unoccupied areas. 


Dw (VII, b) Japanese agencies buy dollars 
with legal tender obtained 
from _ exchanging puppet 
money, taxation, etc. 


D, (IX) A small part of the imports Ss (X) A small part of the exports 
into unoccupied areas. from unoccupied areas. 


The relative magnitudes of some of these sources, such as D,, D,, D,, S,, 
S, and S,, are known from the statistics of commodity trade;?* the demands 
are invariably larger than the supplies. Precise information about the other 
items is lacking; and these unknown magnitudes must be subject to extreme 
variations at all times. But common sense reasoning is alone sufficient ( 
form a general idea about the relative strength: the sources D, and D, must 
be much larger than S, for most of the time. It thus becomes clear that, a 
critical moments, the source of supply of foreign exchange provided by the 
Stabilization Fund or other official sources (S,) was necessary to maintain 


™ See pp. 276-278. 
™ See Statistical Appendix II, p. 279. 
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1941 


he external value of the national currency, in the absence of other remedial 

xtions. But admittedly the stabilization fund method is not a fundamental 

remedy. It is not even logically consistent: while imposing a rather strict 

exchange and trade control in the unoccupied areas, the national govern- 
ent has often supplied foreign exchange freely to the unofficial market, 
ich to the advantage of the Japanese. The urgency of the need for a 

‘undamental remedial policy will be more appreciated after analyzing the 
nomic effects of the ‘‘black’”’ market in the next section. 


III. Economic Effects of the Operations in the Black” Market 


The effects of the operations in the “black” market can be best analyzed 
by ascertaining who stand to gain and lose from the fact that a “‘black’’ 
market exists and that the unofficial rates are substantially below the official 


[Those who stand to lose include: 
The Chinese official foreign exchange reserves. The losses under this 
heading are by no means confined to those of the Stabilization Fund. To 


averted into the national currency in the unofficial market, the Chinese 
authorities fail to get hold of that amount of exchange; whereas the authori- 
s supply exchange to the importers of the unoccupied areas for the per- 
mitted imports. Thus there is a tendency for the Chinese authorities to 
ose foreign exchange for certain imports without gaining the proceeds of 
tain exports even in the unoccupied areas. 

Chinese importers and consumers of imported commodities, includ- 
ing that part of governmental purchases from abroad which is not paid 
for by borrowed money or through barter agreements. The prices of these 
mports necessarily rise because of the fall in the rates of exchange. 

3. Chinese residents, including the government, who have fixed pay- 
ments to make abroad in terms of foreign currencies. 

[hose who stand to gain include: 

The speculators who are successful in anticipating the market either 

selling or in buying foreign exchange. 

2, Those who “‘seek haven” abroad for their capital. 

3. The Japanese agencies which get hold of foreign exchange by selling 
athe “black” market their Chinese national currency obtained by various 

s. (See items D,, and Dy», in the table on p. 270.) 

. The Japanese importers in the occupied areas who would have no 

“ss to foreign exchange, except from the Japanese foreign exchange 
“serves, if there were no “‘black’”’ market. Presumably a large part of these 
“Ports 1s at the disposal of the Japanese army of occupation. 

Foreign consumers and importers of Chinese exports. Because of the 
“ssive fall in the rates of exchange of the Chinese currency in the 
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“black” market, the prices of Chinese exports in terms of Chinese curreng 
rise, but they are actually cheaper in terms of foreign currencies. 

6. Foreign residents who have fixed payments to make to China in term; | 
of the Chinese currency. 

7. Chinese exporters and manufacturers of exportable commodities and 
services. 

From the Chinese point of view, the first four classes of gains are not 
merely undesirable but are definitely detrimental to the war efforts. The 
fifth and the sixth, while unimportant from the Chinese point of view 
cannot be considered as a justification for the existing policy toward the 
“black” market. 

The seventh has been held in some quarters to be an advantage. Indeed 
it has been argued that the depreciation would encourage exports and in- 
crease the amount of foreign exchange thus obtainable. This argument must 
be examined from two different viewpoints, the occupied areas (including 
Shanghai) and the unoccupied areas. Stimulated exports from the occupied 
areas and Shanghai could only result in an increase of the supply of foreign 
exchange to the Japanese, either directly through the Japanese export con- 
trol authorities or indirectly through the “black” market. This means a 
intensified Japanese exploitation of Chinese labor and resources in ex: 
change for the much-needed imports to equip the army of occupation. In so 
far as the unoccupied areas are concerned, the physical volume of exports 
is limited by such factors as the blockade, shortage of skilled labor and 
material, lack of shipping, and difficulty of interior transportation. While 
depreciation of the external value of the currency would raise export prices 
in terms of the Chinese currency, these increased prices and profits of the 
export industries cannot have any appreciable effect on the physical volume 
of exports. With the physical volume of exports being fixed by the limiting 
factors just mentioned, the amount of foreign exchange obtainable through 
exports is determined by the foreign demands for such exports in terms of 
foreign currencies. Under this situation, a depreciation of the external value 
of the currency cannot result in any observable increase in the amount ol 
foreign exchange obtainable. | 

From the side of imports, it is obvious that every cent by which the 
Chinese currency depreciates in terms of foreign currencies needlessly 2 
creases the cost of imports. An increasing cost of imports with no compen 
sating increase of foreign exchange obtainable through exports cannot [a 
to shift the “terms of trade” against the unoccupied areas. 

Depreciation-induced increases in the prices of both imports and ae 
certainly would give an impetus to an upward inflationary spiral of cost 0 
living and the general price level. This would further increase the cost 0! 
executing the war. 

What makes the situation more intolerable is that the depreciation is not 
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, result of the deliberate choice of the Chinese authorities. It is rather 
determined by the conditions in the occupied areas and Shanghai where the 
Japanese exercise full or partial control. Thus China’s “terms of trade”’ 
and. to a certain extent, the price level are at the mercy of the Japanese. 
The Japanese have refrained from driving the rates of exchange in the 
black” market down to zero only because they are the chief beneficiaries 
from the existence of the “‘black”’ market. 

Inflation is going on everywhere in China. How much of this inflation 
is caused by actual shortage of goods, by illegal hoarding, by excessive issue 
f exchange medium, by increase in the velocity of circulation, or by the 
inducement given by an increase in import and export prices cannot be 
determined here. But no one can seriously argue that the last mentioned 
factor is not contributing to inflation. Any talk of price control in China 
without due attention paid to the “black” market is pointless. 


IV. A Remedial Plan 


It must be clear now that the problem is not merely a matter of stabiliz- 


. the issue is actually a complex of the much more fundamental problems 

f economizing the Chinese war efforts by conducting international trade on 
tter ‘terms of trade’ ; reducing the costs of war by checking inflation ; strengthen- 
ng the morale of the people by ending unwarranted profits to speculative in- 
terests; weakening the strength of the enemy by ceasing to feed them with precious 
exchange reserves; and maintaining people’s confidence in the national currency.” 

There can be no solution for this complex of problems while the “black” 
market continues to exist. The central problem is not one of stabilizing 
the “black” market; it is the problem of eliminating it altogether. 

As has been made clear by the British experience of exchange control dur- 
ing the present war, there is only one way of eliminating the “‘black’’ mar- 
ket: Eliminate its supply of and demand for foreign exchange. The supply 
can be stopped by cutting off the sources; and the demand can be removed 
by dispensing with the uses to which the foreign exchange obtained in the 
black” market can be put. These results can be achieved only by adopting 
the kind of bilateral clearing arrangements which the British government 
has been forced to adopt as the only remedy possible, after sustaining 
enormous losses. 

The immediate question arises: How could the Chinese national govern- 
ment, being unable to control the foreign banks in Shanghai and in other 
parts of China, conclude such bilateral clearing arrangements with other 
untries? It is obvious that, without the codperation of the United States 
ind Great Britain, this difficulty cannot be dissolved. Assuming willing 
coperation on the part of these two powers, bilateral clearing arrangements 
are quite possible. 
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The essential ideas of the proposed scheme can be shown by setting 
— the necessary arrangements with the United States. 

By Section 5(b) of the Act of October 6, 1917,** the President of the 
[ ited States has the power to regulate transactions in foreign exchanges, 
transfers of credit and the export of coin and currency. By virtue of this 
authority, the President has issued a series of executive orders" to “freeze” 
funds of those European countries which have been invaded. Payments to 
and from the accounts of these countries with any banking institutions" 
within the United States’® and remittances to and from these countries 
through the same banking institutions are prohibited, except as 5 peciall| 
authorized in regulations or licenses issued by the Secretary of the Treasury 

2. Under the same authority the President could ‘‘freeze”’ all the Chinese 
funds and prohibit payments into and from such accounts. He could also 
prohibit remittances; movements of gold, silver, coins and notes; and credit 
and security transactions between the United States and China. 

3. Following the meanings of terms already established in executive 
orders,” and with additional support from the extraterritorial powers pos- 
sessed by the United States in China, the President could exercise the same 
sort of authority over transactions between American organizations (or 
individuals) and organizations (or individuals) in any part of China, in- 
cluding those of other nations. 

The Secretary of the Treasury could issue a general license to the 
Chinese governmental banks, authorizing transactions (including all pay- 


* 40 Stat. L., 411. 

** All these orders (Nos. 6560, 8389, 8405, 8446, 8484, 8493) are given in Document 
Pertaining to Foreign Funds Control, issued by the United States Treasury Department 
Oct. 1, 1940. 

* The term “banking institution” includes any person engaged primarily or incidental; 
in the business of banking, of granting or transferring credits, or of purchasing and selling 
foreign exchange or procuring purchasers and sellers thereof, as principal or agent. Sec 
ibid., sec. 7, p. 4. 

* The term “United States” means the United States and any place subject to the juris 
diction thereof. See ibid., sec. 7, p. 4. 

“ The term “‘national” in the regulations is defined very broadly, including in its scope 
those usually classed as “residents.” To quote: “The term ‘national’ of Norway or Den 
mark [in our case, China} shall include any person who has been or who there is 
reasonable cause to believe has been domiciled in, or a subject, citizen or resident of Nor- 
way or Denmark [for our case, China} at any time on or since April 8, 1940, but shall 
not include any individual domiciled and residing in the United States on April 8, 1940 
and shall also include any partnership, association, or other organization, including a0} 
corporation organized under the laws of, or which on April 8, 1940, had its principal 
place of business in Norway or Denmark or on or after such date has been controlled bj 
or a substantial part of the stoek, shares, bonds, debentures, or other securities of whic 
has been owned or controlled by, directly or indirectly, one or more persons, who have been, 
or who there is reasonable cause to believe have been, domiciled in, or the subjec 
citizens or residents of Norway or Denmark at any time on or since April 8, 1940, and n 
persons acting or purporting to act directly or indirectly for the benefit or on behalf of « 
foregoing.” See ibid., p. 6. 
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ments, remittances, coin and note movements, and securities transactions ) 


between the United States and China. 
5s. Through the device of the general license to the Chinese govern- 


bilateral clearing committee,” whose members would consist of representa- 

ives from the Chinese governmental banks, the United States Treasury, 

the Federal Reserve System, and important private banking institutions of 

the United States and China. “Sino-American bilateral clearing accounts” 
aid be established. 

All organizations and individuals who have any transactions to exe- 
ute between the United States and China would have to apply for permits 
it the bilateral clearing committee or its designated agencies. In “free 
China,” these agencies would be the Chinese governmental banks. In the 
United States, they would be organized by the Bank of China in New 
York City together with American representatives. In ‘‘occupied China,” the 
agencies would be organized by the American banks, together with repre- 

7. The proceeds of all the authorized transactions would be cleared 
through the bilateral clearing accounts. Should it result in a residual in favor 
f the United States, this residual could be compensated by the loans made 

the United States to China. 

8. The rates of exchange to be used in the bilateral clearing accounts 
would have to be determined upon the basis of a comprehensive study. 
It is not necessary to have a uniform rate since, presumably, certain transac- 
tions would be preferable to others. 

The Secretary of the Treasury could, of course, issue other special 
licenses to authorize transactions which would not be subject to the ap- 
proval of the bilateral clearing committee. This would be designed for cer- 
tain secret transactions (should they arise) or for the convenience of the 
United States government; but this power should be carefully exercised so 
as not to give rise to loopholes in the clearing system. 

It should be much simpler to make arrangements with Great Britain 
vecause of the exchange control in effect in that country. China can simply 
conclude a bilateral arrangement with Great Britain similar to those which 
ther countries have made. Similar arrangements with other countries are 
lesirable, but actually are of little importance, because American dollars 
iid British pounds sterling are the only important exchange handled in 
the “black” market in Shanghai. 

The institution of the bilateral clearing arrangements not only would 
reintorce whatever trade and exchange control exists in the unoccupied 
areas, but would also impose effective control over the occupied areas. By 

trolling the payments for both exports and imports, excess of imports 
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into any part of China would not be allowed to occur should it be cop. 
sidered as undesirable by the bilateral clearing committee. These arrange. 
ments would need not be entirely bilateral in nature; inter-accounts differ. 
ences could be taken care of through triangular clearing after both the 
Sino-American and Sino-British accounts had been set up. 

The rates of exchange would be stabilized at deliberately determined 
levels; and the operations of the speculative interests and Japanese-con. 
trolled agencies would no longer be possible. Having become aware that 
the external value of the currency was being truly and effectively protected, 
the people would have much more faith and confidence in their national 
currency than under the present uncertain conditions. The tendency to ex. 
change money for real wealth for hoarding would be halted, consequently 
reducing the velocity of circulation and bringing down the price level. 

After the “‘black’’ market had been wiped out, the ‘“‘puppet money” 
would no longer be convertible into foreign exchange through the process 


of exchanging it for the national currency. The very foundation of the J 


“puppet money” would have been undermined, unless the Japanese were 
prepared to run down their very limited resources of foreign exchange for 
backing it. In the occupied areas the national currency would become tie 
only kind of money which had any future; and, in all probability, people in 
these areas would hoard it just like gold and silver. 

To conclude this paper, it is important to forecast the Japanese reactions 
to this plan. Being deprived of the proceeds in foreign exchange of their 
exports from the occupied areas, the Japanese could possibly take either 
one of the following two courses: 

1. The Japanese agencies could import commodities from the occupied 
areas into Japan and re-export to the United States.'* Since the remittances 
to be made by American importers would be from the United States to 
Japan (not China), these transactions would not be subject to the control of 
the clearing committee. Even if no remedial action were taken for this 
loophole after the proposed scheme was adopted, the evil would still be 
much less than under present conditions, because only a part of the dollar 
proceeds of the commodity exports can be obtained through this procedure 
Nothing could be done by the Japanese agencies to the capital transactions 
and other “‘invisible items.” 

Moreover, this process could be worked out by the Japanese agencies only 
after some time. Thus remedial measures would be devised leisurely, aftet 
the scheme was put into effect. One possible preventive measure would be 
to impose a prohibitive tariff on re-exports from Japan*® except those im: 

“See item XII on p. 270. 

These re-exports are very characteristic and readily recognizable as Chinese 000 
modities, such as goat, lamb and weasel skin, furs, cross-stitch work and embroideries, ¢8 


: 1 wo 
albumen and yolk, oriental rugs and woolen carpets, sheep’s wool drawn-thread and woo! 
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sorted directly under the authorization of the clearing committee and paid 
for through the clearing accounts. Actually what would happen is that, 
after the intention to impose a prohibitive tariff on this particular kind of 
re-exports to the United States is made clear by American authorities, ex- 
porters would become aware of the convenience of exporting through the 
clearing committee; and the Japanese agencies would readily understand 
he difficulty of re-exporting. It seems that an announcement of this inten- 
tion alone would be quite sufficient to forestall a major portion of this re- 
exporting. 

2. The Japanese agencies could stop the international trade of the occu- 
pied area altogether, since they could not get hold of the foreign exchange 
proceeds of the exports from the occupied areas. Even though there are 
till a few ports in the International Settlement of Shanghai which are, to 

large extent, free from Japanese control, the Japanese agencies presumably 

uld stop the importing of raw materials from the interior into Shanghai so 
that there would not be many exportable manufactures from Shanghai. 

“Hock lentally, the cessation of the international trade of the occupied 
areas is in line with the Chinese “scorched earth’’ policy. Japan herself is 

the one who would be hurt most. On the one hand, the exportable goods in 

the occupied areas which Japan does not need for carrying on the war 
| would pile up without being able to be sold abroad (because of the pro- 

hibitive tariff mentioned above). On the other hand, Japan could not im- 

port from Great Britain and the United States into the occupied areas 

except to be paid for on her own account. 
This Japanese measure, however, would cost Great Britain and the 

United States their trade with the occupied areas. Since the clearing system 

ild not be instituted for China without the codperation of Great Britain 
and the United States, the interests of the merchants of the latter two 
powers in the occupied areas must be taken into consideration. Also these 
two powers might not be as yet ready to force the Japanese to forego all 
the international trade in the occupied areas. 

In thes these circumstances, China would have to accept compromise 
nes in so far as these schemes did not deplete the Chinese foreign ex- 
inge reserves. A possible method may be given as follows: Let the 

“ath agencies import from the United States and Great Britain into 

the occupied areas to the extent of the corresponding exports. In this way 

these items vould cancel out in the clearing accounts without any drain on 
the Chinese exchange reserve. From the Chinese point of view this scheme 
uld be considered as an expedient measure which is undesirable in prin- 

¢. From the Japanese point of view, the arrangement is much better than 
tend at ali. Since there has always been an import surplus into the 
xcupied areas, people living in those areas would suffer from the reduc- 
tion of imports after the compensating arrangement was made. But, in 
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this aspect, people living in the unoccupied areas are suffering even more 
this being a part of the sacrifice a fighting people must undergo. 

From the point of view of the United States and Great Britain, thi 
situation would be better than the present situation. Their merchants in the 
occupied area are entirely at the mercy of the Japanese at the present time 
After the institution of the clearing system, these two powers at leas 
would have some weapons to bargain with. The bilateral clearing arrange. 
ments are of the nature of a monetary agreement between China, Grez 
Britain and the United States; they do not directly concern Japan. They 
would be less “irritating” to the Japanese than a direct measure such a 
an embargo of war materials to Japan or a boycott of Japanese silk. 

The situation in the Pacific becomes more threatening from day to day; 
there might be a Japanese march into the International Settlement at any 
time. By adopting the bilateral clearing arrangements, Shanghai would be 
deprived of its importance as the financial center of the Orient, thus te. 
ducing the temptation to the Japanese for a trial of invasion. On the other 
hand, if and when the invasion comes, the arrangements would be able t 
prevent the terrible financial chaos which would doubtless occur if the pres- 
ent conditions were to continue. 

Ta-CHUNG Liv 
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Statistical Appendices 


|. EXCHANGE RATE OF THE CHINESE NATIONAL CURRENCY IN TERMS OF THE 
UNITED STATES DOLLAR IN THE UNOFFICIAL MARKET 


| Exchange Rate | Exchange Rate 
U.S. $/100 Chinese | d | U.S. $/100 Chinese 


| National Currency | National Currency 


494 1939 | April 015 
.650 | May 5.987 
| June 3.434 
July .637 
Au | 163 
Sept. .696 

Oct. 

Nov. 

| Dec. 

1940 Jan. 

Feb. 

Mar. 

Apr. 

May 

June 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 


s taken from the Federal Reserve Bulletin, currently reported. 


II. CHINA’s COMMODITY TRADE STATISTICS FOR THE YEAR 1940 


figures in the following table are calculated from the detailed statistics given in a 

f the U. S. Department of Commerce,” the accuracy being admittedly doubtful. 
, purchases abroad by the national government at Chungking and imports by 
horities for use in China are not included. These data, however, give a rough 
he dis-equilibrium of China’s world trade. 


Cu1na’s TRADE WITH “Non-YEN Bioc’”’ CountriEs 
(Figures in U. S. Dollars) 


Imports Exports | Imports Surplus 
p 


199 000,000 129, 297 ,000 69,713,000 


ed Area and Shanghai 
61,300,000 59,700,000 | 1,600,000 


cupied Area 


tts from the “yen-bloc” areas (Japan, Formosa, Korea and Manchuria) into 
ne occupied areas and Shanghai only) amount to about 1 billion yen, whereas the 
nding exports are only about 800 million yen. 


ecial Aspects of China’s World Trade in 1940,” Foreign Commerce Weekly, 
pt. of Commerce, vol. 2, no. 8, 1941. 
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THE FEDERAL FINANCIAL SYSTEM? 


This article discusses especially the subjects of the federal budget and the system of 
accounting control and audit. The author takes full advantage of The Federal Financizi 
System by Daniel T. Selko and undertakes at the same time to present a review of thy 
book. 

The budget system of the United States government fails to present a unified financis) 
plan. Revenues are not considered in connection with expenditures; expenditures are no; 
considered as a whole; large expenditures and receipts of government corporations are 
outside the budget. Economy is not enforced. Among reform proposals the most promis 
ing is that of the Chamber of Commerce of the United States, which would set up , 
single budget committee at whose recommendation Congress would by law set a fixe; 
limit to total appropriations. 

The present system of accounting control and audit, centralized in the hands of , 
Comptroller General who is independent of the executive branch and responsible ; 
Congress, is definitely more logical and useful than the “executive control plan” recent) 
recommended by the President's Committee on Administrative Management, 


Introduction 


Events of the past decade have compelled the American people, whether 
they like it or not, to give attention to the finances of their government 
Expenditures of the federal government have reached a level utterly be 
yond precedent in time of peace. Increasing numbers of the people look 
the national Treasury for support. Another group feels the heavy load of 
taxes and stands aghast at the prospect of still heavier burdens. Recurring 


deficits in federal finance are a constant and growing cause of widespread 
uneasiness. It is no longer possible to be ignorant of the unprecedented 
size of the national debt or to brush it aside as a matter of trifling im- 
portance. We have recently been treated to a battle of words over the 
Comptroller General and his functions and responsibilities. There are 
those who believe that the existing distribution of financial authority and 
responsibility has failed to remain in harmony with the principles of demo- 
cratic government as set forth in the federal Constitution. To many intel 
ligent observers it appears that national finances are running wild, with 
disaster awaiting somewhere ahead. These matters—never to be lightl) 
regarded—take on especial importance as the nation faces a crisis which 
may end in war, and which in any event calls for extraordinary efforts i 
behalf of preparedness for defense. At such a time a nation’s financid 
organization and financial policy are not the least of the factors which may 
contribute to success or defeat. 

Under these circumstances the appearance of an authoritative book deal 
ing in a comprehensive way with the whole financial system of the United 
States federal government is timely. Dr. Selko is himself an authority on 
these matters, and he has had the invaluable aid that derives from his on 

‘This article is suggested by, and is in large part based upon, The Federal Financis 
System by Daniel T. Selko. (Washington: Brookings Institution. 1940. Pp. xu, %° 
$3.50.) Page references in parentheses refer to this book. 
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n with 1 the Brookings Institution. He has been able to secure e mpetes 


s been in dew contact. Internal evidence from this od as well as the 
cord of Dr. Selko’s other writings, indicates the balanced point of view 
f the impartial scholar and inspires the reader’s confidence. 

Following three introductory chapters on the “‘origin of the federal 
nancial system,”” Dr. Selko develops his subject under four main topics; 

“the budget system,” “the revenue system,” “the fiscal system,” 

ind “accounting and reporting.” It is obvious that the discussion of each 

is focused upon the present-day problems of organization and func- 

But such discussion is in every case based upon a careful and de- 

tiled historical record, taking its starting point in the year 1789, when 

the national Constitution was adopted and the national government set up. 

The reader thus gains historical perspective and profits by the light which 

experience of a century and a half is able to shed upon present-day 

soblems. For his materials the author relies generally upon original 
rces, mostly official, with which he is evidently quite at home. 

The chief value of this book, it appears to me, is that it will bring to the 
student who wishes to perfect his understanding of current problems of 
American federal finance a comprehensive combination of detailed his- 
torical background, essential technical descriptive matter, sound critical 
wnalysis, and sober judgment. This is all presented with the simplicity and 
larity of style which are essential for the treatment of financial subjects. 

spite of the necessary mass of technical detail at certain points, the book 
is interesting reading. 

In the present essay I shall undertake to offer some observations espe- 
ially on the subjects of the federal ‘budget and the system of accounting 

atrol and audit. In taking full advantage for this purpose of Dr. Selko’s 

«, | hope that I may be able to present an adequate review of the essen- 
| contribution which he makes. I shall assume freedom to go beyond the 
scope of his contribution as occasion may dictate, and in so doing the 
feader May assume, unless otherwise stated, that my own observations are 
harmony with Dr. Selko’s statements and conclusions. 


Origin of the Federal Financial System 


As everyone knows, the American national government under the Con- 
al Congress and the Articles of Confederation was so weak as scarcely 

to deserve the name of government. It is an ever-recurring cause of wonder 
- nat a people so lacking in nat’>nal organiz: ation were able to prosecute the 
War of the Revolution to a successful issue and hold together for even a 
‘ew years thereafter. But they did survive, and in the process they learned 
ne valuable lessons. They discovered, after bitter experience, that there 


ran he n 
‘4a de no real government without the power to raise revenue by taxing 
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the people. Lack of this power was the basic cause of the futility of th 
Continental Congress, and also made substantially certain the failure 
of the Articles of Confederation. So in framing the national Constitutio; 
they grudgingly conferred upon the new national government power to |2y 
and collect taxes without dependence upon the states. In the year 178] 
under force of compelling circumstances, they reluctantly surrendered their 
traditional mistrust of executive power and their faith in committees an¢ 
consented to place the financial management of their government in th 
hands of one man, Robert Morris, who as Superintendent of Finance rc 
placed the former Board of Treasury. They accomplished this reform with. 
out ever sacrificing the ultimate authority of Congress over the nation's 
finances. After experiencing the consequences of concentrating incompatible 
functions in a single agency, they had succeeded by 1781 in a sound spe 
cialization among appropriate Treasury and accounting officers. And pro- 
ceeding thus by the method of trial and error, they had before 17s) 
developed “‘all the essential elements of a system of financiai management 
and control” (p. 28). 

“Adoption of the Constitution,” as Dr. Selko observes (p. 54), “made 
necessary a complete overhauling of the financial system.” Up to this time 
Congress had both made the laws and supervised their execution. Ther 
had been no separation of governmental powers and functions. “Had the 
Constitution been confined to providing Congress with governmental power 
adequate to its task of governing the United States, the next logical step 
in organization would have been the evolution of a cabinet composed of 
members of the majority in Congress. One of the officers of this cabinet 
would undoubtedly have been a Superintendent of Finance, however he 
might have been designated” (p. 54). A national government would thus 
have developed on the British pattern. 

But instead the principle of checks and balances prevailed, and the three 
essential functions—legislative, executive, arid judicial—were lodged in 
three independent branches of the national government. Congress was thus 
deprived of the ability to supervise directly the execution of its laws and 
was compelled “to provide for the conduct of executive and judicial func 
tions by agencies located in separate branches of the government”’ (p. 54) 
Thus were presented problems and initiated controversies—especially with 
reference to the budget and the system of financial accounting and con 
trol—which have continued down to the present day. 

These matters Dr. Selko brings out in his first three chapters (pp. 1-72) 
While obviously there was here little opportunity for original contribution 
these chapters present a clear and interesting record and are to be com 
mended for the acuteness with which they direct attention to those features 
which were destined to be of significance in later national development 
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Federal Financial System 
The Budget 


Any real budget system requires three essential steps; namely, (1) the 
preparation of preliminary estimates of receipts and expenditures, (2) the 
-nactment of appropriate financial measures, and (3) control of the execu- 
tion of the budget. 

Prior to the year 1921 the United States government can scarcely be 
id to have had any budget system at all. As to the first essential step, 
the Secretary of the Treasury, though nominally in charge, never assumed 

real leadership, doing little more than pass on to Congress the estimates 
f the various spending officers of the government. As Dr. Selko ob- 
erves, “No one was responsible for formulating a coérdinated budget pro- 
oram for the entire government”’ (p. 82). 

For the purposes of financial legislation, the House of Representatives 
it the beginning set up the Committee on Ways and Means, and the Senate 
, similar committee, whose name was later (1816) changed to Committee 
a Finance. To these committees was assigned the task of considering and 

mm me the legislative acts dealing with both expenditures and rev- 

s. This was the obvious arrangement for a sound legislative budgetary 
. But the rapidly increasing burden of work that devolved upon 
the Ways S pe Means Committee and the jealousy of its great powers which 

n arose brought demands for division, which at the time of the Civil 
W at led to the transfer of the subject of expenditures to a Committee on 
ane priations. Shortly thereafter the jurisdiction over appropriations 
began to be divided among separate committees, and by the year 1885 
there no longer remained any vestige of codrdinated consideration of ex- 
penditures and revenues as a whole. During the same period similar devel- 

ient was taking place in the Senate. 

As to budgetary control, pretty much everything was left to the spending 
gencies themselves. Congress made more or less futile attempts to exert 
ts authority, by minutely itemized appropriation acts, by enacting regula- 
tory legislation, by investigations of administrative methods and expendi- 
tures, and by setting up occasional administrative agencies to supervise or 


oduct specified operations. In spite of all such makeshifts, Dr. Selko is 


fight in saying that “provision for centralized control was altogether ab- 
98). 


| p. 

I was only after a century and a quarter of this chaotic lack of any 
mbiance of real budgetary procedure that Congress finally gave thought- 
a ration to the whole subject and enacted the Budget and Account- 

t of 1921. The essentials of the resulting budget system were: (1) 
placing upon the President the duty of transmitting to Congress an annual 
dudget statement of estimated revenues and expenditures; (2) forbidding 
any other officer or employee of the executive branch to submit any recom- 
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mendation dealing with expenditures and financing methods, except at the 
request of one of the houses of Congress; (3) establishment of the Burea 
of the Budget, under the direct authority of the President, to aid him jy 
his budgetary function; and (4) (not prescribed by law but accomplished 
by a change in the rules of House and Senate) concentration of all appro. 
priations in the hands of one committee on appropriations in each hous 

Dr. Selko tells in considerable detail the story of the federal budget a: 
it developed under the system set up in 1921. From this record it appean 
that even now the United States government does not have a really effec. 
tive budget system. Budgetary theory implies that the entire financid 
program, including all expenditures and all revenues, shall be embraced 
in the annual budget. This has not been attained in our federal budget 

In the first place, we note that large sums are expended each year which 
are not included in the President’s annual budget estimates. Through in- 
effective control over the spending officers and occasionally because of a 
unforeseen emergency, the failure of administrative agencies to keep within 
their appropriations is a common occurrence. This necessitates “deficieng 
appropriations,” neither foreseen in the budget message nor included in 
the annual appropriation acts. This situation was improved by the inauguri: 
tion of the budget system in 1921, but it is still serious. 

Of similar character are the ‘“‘supplemental appropriations.” These are 
due to exigencies or plans which arise too late to be included in the Pres: 
dent’s annual budget estimates or to new functions for which Congress has 
made no provision in the regular annual appropriation acts. 

The present administration has adopted the practice of keeping the est: 
mates of ‘‘emergency’ expenditures outside the original budget and trans 
mitting them to Congress later in special messages. These items are thea 
handled by Congress like deficiency or supplemental expenditures. Ven 
large sums have thus been appropriated in recent years. 

Probably the most serious departure from sound budgetary procedure i 
presented by the large expenditures—and in some cases receipts—of cet 
tain specially constituted agencies, especially the government corporations 
such as the Reconstruction Finance Corporation and the Home Owners 
Loan Corporation. A recent report of the Secretary of the Treasury’ list 
thirty-two of these governmental agencies, the finances of which, running 
into large sums, are largely outside the budget. As Dr. Selko says, “The 
General Budget Summary in the annual budget does not indicate the tots 
expenditures of government agencies from funds made available by Con 
gress. Certain agencies are provided with so-called revolving funds, and 
the budget shows only the net difference between their receipts and 
penditures. A number of agencies carry on large financial operations w" 

* 76th Cong., 3rd sess., Senate Document No. 172, Financial Statements of Cer" 


Government Agencies. Presented to the Senate by the Secretary of the Treasury in respo™ 
to Senate Resolution 152 at Senator Byrd’s request. 
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ree sums of money passing in and out of the Treasury without appro- 
priations therefor. Frequently appropriations to these agencies are made 
aly for administrative expenses or for a portion thereof. Some agencies 

erate from year to year on revolving funds which are not annually 

ppropriated”” (p. 130). 

Another weakness in our budgetary system is the presence of * ‘perma- 
nent appropriations.” All through our history Congress has been in the 
habit of enacting statutes setting up permanent appropriations which have 
yutomatically permitted withdrawal from the Treasury year by year of 
various sums of money without even the knowledge of subsequent Con- 
oresses. From time to time investigations have been made by Congress, and 

me reforms have been instituted. Dr. Selko reports that the budget of 

35 (which was transmitted to Congress on January 3, 1934) contained 

items of permanent appropriations and that a committee investigating 
matter at this time discovered 253 additional items (p. 141). Most of 
these laws were repealed in 1934. But some remained, and some new 
nes have since been enacted, so that permanent appropriations still con- 
1 major budgetary problem. 
The consequence of these practices is that the entire expenditures of 
government are never considered as a whole. Some are entirely free 
innual scrutiny of Congress. Deficiency, supplemental, and emer- 
appropriations are not included in the regular annual appropriation 
rogram. In spite of the jurisdiction of a single appropriations committee 
each house since 1921, the expenditure program is enacted in a series 
separate appropriation acts. Thus no single unified plan of public ex- 
penditure is achieved, either in the President’s budget estimates or in the 
idgetary legislation of Congress. 
the criteria of sound budgetary practice is the closeness of the 
ich of each year’s actual expenditures to the budget estimates. The 
h government has had an extraordinary record in this matter. Our 
record is also extraordinary. Here are the figures for the last half dozen 


EXPENDITURES OF THE Univep STaTES GOVERNMENT 


(In millions of dollars) 


- ‘ 
Increase over budget estimate 
Actual 

Amount 


Budget 

Estimate 
4,486 6,802 
7,884 8,477 
6,172 8,001 
5,756 7,626 
6,869 

,996 


\nnual Budget Messages of the United States. 
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A nation with a record such as this can hardly be said to have a budge HM 

Turning now to the other side of the account, we observe a striking $a 
anomaly of American budgetary method in the scant regard usually paid HB event 
to revenues in our financial planning. Dr. Selko shows that, prior to the HMR tures. 
adoption of the budget system in 1921, it was not the practice to consider To 
estimates of expenditures in the light of estimated available revenues, He HP econo! 
mentions two important causes: federal expenditures up to the time of receip 
the World War were comparatively small; and the revenues, even x 
moderate tax rates, were generally in excess of expenditures (p. 123). efy an 

There is still another important cause; namely, the preponderance of influer 
customs duties in the federal revenue system, together with the fact that ficial 
the American people have been interested in the tariff more as a dispenser of Gover 
protection to favored industries than as a provider of revenue. From the f pay 
beginning of the national government down to the Civil War (as Dr. Selk been t 
points out in another connection), the tariff was almost the sole revenue HM has m 
source: from the Civil War to the World War, the tariff shared this func. HB and t 
tion half-and-half with the internal revenue system. When tariff rates were resid 
changed, it was usually by general tariff revision acts, which opened uw The 
the perennial issue of protection. The ensuing discussion, within ea execut 
and without, generally served to overshadow consideration of the need of SM spendi 
revenue to balance estimated expenditures. Therefore, even if other con (iM tion v 
ditions had not operated against the joint consideration of revenues and J under 
expenditures, it is unlikely that Congress would ever have developed the less re 
practice of making annual revisions in tariff rates in order to make revenues HM its enf 
balance expenditures. more t 

Even though, since the Budget act of 1921, the inclusion of revenue 9 selves. 
in the President’s budget estimates has been required, this side of the In 1 
budget is still comparatively neglected. The present administration has HM ganiza 
taken the position that revenue planning is not a function of the adminis: J the Sc 
tration. Note the remarks of Secretary Morgenthau to this effect before 1 J dy the 
House sub-committee (quoted by Dr. Selko at p. 125). Congress itself does alled 
not regard revenue revision as an annual affair. Nor does it consider the ga genera 
revenue program as a whole; in revenue legislation it gives separate con trol, ( 
sideration to customs and internal revenue. f the 

Thus the federal budget offers no unified program of expenditures, 10 I |p. 1¢ 
unified program of revenues, and no real balancing of expenditures agains | The 
revenues. It thus fails to serve the budgetary purpose of presenting anc branch 
enacting a comprehensive financial plan for the government. 

It is a primary purpose of a normal budget system to enforce economy— 
to see that the functions which the legislature has decreed shall be provided 
at the least possible cost. Though the Budget and Accounting act of 192! 
definitely had this purpose in view, it will readily be appreciated that 
actual operation of our budget, as described above, is not wholly favorabl e ( 
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.o it. In particular the lack of an annual consideration of all expenditures 
1s a whole and the failure to consider total expenditures in relation to 
revenues tend to deprive the budget of its usefulness as a check on expendi- 
tures 
To this tendency powerful impetus has been given by the disturbed 
economic conditions of the past decade. First came the sharp decline of tax 
receipts, throwing the budget far out of balance. Then as revenues grad- 
ually recovered came the program of extraordinary expenditures for recov- 
ey and relief. Supported by current economic theories as to the beneficent 
duence of deficit spending toward restoring economic prosperity, the 
ficial attitude toward the deficit has become more and more complacent. 
Government spending has been justified, not merely as the necessary means 
‘ paying the cost of government services, but as an end in itself. We have 
been tempted to abandon our interest in government economy. Congress 
has more and more inclined to relax its critical oversight of expenditures 
{| to approve without much resistance all proposals submitted by the 
President. The President himself has shown little interest in economy. 
The federal Budget Bureau was originally intended to enable the chief 
cutive to exert pressure to compel economy in the operations of the 
ending departments and other agencies of the government. This func- 
n was rather vigorously performed by the Bureau in the beginning, 


under the direction of General Dawes. Of late the Budget Bureau, doubt- 


s reflecting the attitude of the Administration, has not been so active in 


Fits enforcement of economy, and the amount of expenditures has been left 


more than ever before to the determination of the spending agencies them- 

In the year 1937 two expert studies of the federal administrative or- 
ganization were made: one by the Brookings Institution at the request of 
the Senate and the House of Representatives,* the other for the President 
oy the President’s Committee on Administrative Management.* Both reports 
alled attention to defects in the budgetary system and recommended: (1) 
general strengthening of the methods of central executive budgetary con- 
trol, (2) extending the investigative and research activities of the Bureau 
f the Budget, and (3) increasing the size of the Budget Bureau’s staff 

169). 

[hese reforms are evidently addressed to the problems of the executive 

ranch of the government. But it should be clear from the foregoing 


n. C. G. Dawes, The First Year of the Budget. (New York: Harper, 1923.) Cf. 

ldress by General Dawes before the annual meeting of the Chamber of Com- 
United States at Washington on April 30, 1940. 

x., Ist sess., Senate Report 1275, Investigation of Executive Agencies of the 


s Committee on Administrative Management, Administrative Management 
rnment of the United States, Supt. Docs., 1937. 
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analysis of budgetary weaknesses that the defects go deeper than mere ¢. 
ecutive facilities and procedure and that for remedying the fundamenty 
weaknesses attention should be directed to the part played by the legis): 
tive branch. In the final analysis it is the Congress that bears full respon. 
sibility for the financial policies of the government, and the Congress oj 
late has not been meeting its responsibilities. 

It would appear that if Congress is to be restored to its proper positio, 
in control of the national finances, two principal defects must be corrected 
(1) The independent and successive consideration of financial measures bj 
House and Senate means unnecessary duplication of effort and results jn 
compromise rather than clear-cut policy. (2) Separate consideration of rey. 
enue and expenditure bills prevents intelligent judgment upon a unified 
financial program. 

Dr. Selko discusses rather briefly some recent suggestions for correcting 
these defects (pp. 175-185), and there have been other suggestions not 
mentioned by him. Some of these plans are chiefly concerned with equipping 
Congress with a source of information and advice on appropriations. While 
such arrangements would doubtless help, they appear less fundamentali 
useful than certain other plans which look toward unified consideration of 
revenues and expenditures and closer codperation between the two houses 

Thus the Chamber of Commerce of the United States of America his 
been recommending, first in 1934 through a referendum of its member 
and since 1938 through its Committee on Federal Finance, a budget com 
mittec in each house of Congress which would give broad general consid: 
eration to the whole financial problem of revenues and expenditures and 
recommend a definite total for appropriations. The report of such a com: 
mittee, coming soon after the receipt of the President’s budget message, 
would be likely to precipitate an extremely interesting and constructive de 
bate in each house, following which there would be voted a certain definit 
limit to appropriations. As appropriation bills were thereafter considere: 
and enacted, all members would be on notice that their sum could not 
exceed the amount fixed by law. Individual members of Congress woul: 
be relieved from some of the pressure for particular appropriations. Sint 
the granting of each such favor would necessarily reduce the margin aval: 
able for other appropriations, the pressure would tend to be felt by Cor 
gress as a whole and not bear so heavily on the particular member. It s 
not proposed that the new committees should usurp the powers or functios 
of the Appropriations Committee in either house of Congress, but 01) 
set a ceiling to total appropriations. It is interesting to note that a plan 
similar to this was proposed as early as 1913 by the Hon. Swager Sherley 
who was then chairman of the House Committee on Appropriations. 

Secretary Morgenthau early in 1939 suggested to the Ways and Mears 
Committee that the present four financial committees of Congress ( Finance 
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1d Appropriations Committees of the Senate, and Ways and Means and 
4 ppropriations Committees of the House) meet each session as one Joint 
Committee on Fiscal Policy “to consider the over-all aspects of the expendi- 
ture and revenue programs.’’* A year later the Secretary repeated his sug- 
sestion and again urged Congressional action. In January, 1939, Senator 
Harrison, chairman of the Senate Finance Committee, introduced a resolu- 
tion in the Senate providing for a joint committee of twelve members, six 
from each house of Congress. This committee would be charged with the 
uty of making a thorough analysis of the budget with the purpose of aid- 
ing Congress in formulating a comprehensive financial program. Senator 
Davis introduced a bill in the 76th Congress (S. 3715) which provided 
for a joint committee on appropriations, made up of members selected from 
the two existing appropriations committees and aided by a Congressional 
budget service. 
Dr. Selko himself comes back to the original notion of a single com- 
- mittee in each house dealing with both revenues and expenditures, and 
~ he rather modestly suggests that it might now be possible, by means of 
proper sub-committee organization, thus to consolidate the Ways and Means 
Committee and the Appropriations Committee without making the work 
o arduous. 
oa Doubtless the ideal would be a joint Congressional budget committee 
mbers f the two houses, adequately staffed, which would consider the President's 
com: budget message and formulate a unified financial plan, covering both rev- 
, enues and expenditures and the relation between them. This plan it could 
thereupon recommend to the two houses. There is precedent for this in the 
Joint Committee on Internal Revenue Taxation, which has been serving 
most usefully since its creation in ‘1926. 
Next to this, the most promising suggestion would perhaps be the union 
f the Ways and Means Committee and the Appropriations Committee in 
the House, with similar reorganization in the Senate, as recommended by 
Dr. Selko. In the House of Representatives, for example, this committee 
would either hold all separate appropriations in abeyance till their final 
mbination and passage in a single appropriation bill, or it would do what 
Chamber of Commerce proposes; 7.e., at an early stage recommend to 
the House a definite limit to appropriations, which the House would then 
Ix Dy vote. 
_ Neither of these plans appears, however, to have aroused very strong of- 
icial or public support. If they must, therefore, be considered not likely to 
receive Congressional favor, then the next best proposal would seem to be 
that of the Chamber of Commerce. This plan has been attracting much 
‘avorable attention and receiving increasing support in recent months. Its 


ment before the Ways and Means Committee of the House of Representatives, 
1939. 
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adoption would be of great immediate service, and it would in no way 
block subsequent forward steps toward still more effective devices, such 
for example, as the joint Congressional committee on the budget. The plan 
could readily be strengthened by imposing upon the suggested Committe: 
on Federal Finance of each house of Congress the duty of considering rey. 
enues as well as expenditures. If it were in existence today it would nat. 
urally be the body to consider also the problem of the debt limit. Its normal 
procedure would then be to recommend, first, the total amount of appro. 
priations, second, the total revenue to be raised, third, the sum to be ob- 
tained by borrowing, and fourth, any increase in the debt limit needed t 
permit such borrowing. Such a plan would go far toward enabling Congress 
to perform its part in the budget system in accordance with the apparent 
intent of the Constitution. 

In this connection it may be in order to suggest certain minor change: 
which would tend toward economy through freeing the hands of the exec: 
tive. As everyone doubtless knows, the President is now hampered by 
inability to veto particular items of appropriation bills. Appropriation bills 
in these days carry millions or even billions of dollars and provide finan- 
cial support for large spending units of the government. They may carn 
items of which the President does not approve, yet he can not prevent 
appropriations for such items except by vetoing whole appropriation bills 
and so threatening to paralyze large sections of the administration. A 
majority of the states now give their governors authority to veto separate 
items in appropriation bills. Granting such power to the President of the 
United States would serve the ends of public economy.’ On the other hand 
it must be recognized that this power might conceivably be used for political 
purposes by a President who would find in it the means to coerce particular 
members of Congress by threatening to veto appropriations in which they 
were especially interested. Since, however, the cards are at present s 
heavily stacked against economy, I think the balance is still in favor of thi 
suggestion. 

The President today is required to make some provision in his budge 
estimates for each existing activity of the government, even though ther 
may be some of which he disapproves. This practice tends to grant per 
petuity to any spending agency or government activity once it has bees 
inaugurated. It has been suggested, wisely I believe, that the Presideat 
should be permitted and expected to indicate in his annual budget message 
that no funds are recommended for certain activities which Congress hus 
authorized but which in his opinion should be discontinued. This would 
put back upon Congress the responsibility of passing again upon suc 
activities.® 

*Cf. Committee on Federal Finance of the Chamber of Commerce of the Unite: 


States, Control of Federal Expenditures and Debt, Washington, December, 1940 
Ibid. 
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Accounting Control and Audit 


From its very beginning, before 1789, to the present day the accounting 
tem of the federal government has presented two basic problems. Dr. 


Sy 


Selko summarizes these: (1) to provide a system of central control and 


andependence to the accounting officers and finality to their decisions (p. 
333). He then presents an interesting historical account of the development 
f these problems and the long-drawn efforts to solve them. 

The act of 1789 created the Treasury Department and centralized the 
counting functions in that department. But it soon transpired that, as the 
perations of the government became more widespread and its business 
increased in volume and complexity, the centralized accounting organiza- 
tion was unable to withstand the strain of dispersive influences. One de- 
partment after another obtained jurisdiction over its own accounting, and 
the resulting diffusion of financial responsibility was such that “the account- 
ing officers lost virtually all control of government expenditures before the 
War of 1812” (p. 390). “By the end of the war centralized control had 
been reduced to a meaningless routine’ (p. 385). 

In 1817 Congress undertook to solve the problem, but “although the act 
f 1817 returned to the accounting officers of the Treasury the control of 
Treasury receipts and issues and the authority to make final settlement of 
all public accounts, it did not represent a return to the completely central- 
zed system of 1789” (p. 395). Moreover, although it was evidently the 
ntent of Congress in 1817 to make the accountants wholly independent of 


the administrative departments, questions of jurisdiction arose, and there 


was a more or less continual state of dispute between the various depart- 
ments and the accounting officers in the Treasury. 

An act of 1868 confirmed the authority of the accounting officers and 
required the heads of departments to accept the accountants’ settlements as 
inal and conclusive upon the executive branch of the government and sub- 

ct to revision only by Congress and the proper courts. Still the system 
was not generally satisfactory, and criticisms were frequent during the 
next twenty-five years (pp. 413-14). 

The final step in the return to centralized accounting control was taken 
in the Dockery act of 1894. In connection with a complete reorganization 
f the accounting system, this act concentrated accounting control in the 

of the Comptroller of the Treasury. This was an important step to- 


| ward the present organization, and the accounting and auditing procedure 


nthe 


luced by the act is followed substantially today (pp. 416 and 421). 
> struggle for centralized accounting control thus reached its conclusion, 


fom which there has been no retreat to the present time. 
There still remained the problem of providing for the independence of 
unting officers. So long as these officers were located in an executive 


the Treasury Department, or any other department or departments 


mmodate it to an ever-increasing volume of business, and (2) to give 
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—they could not be independent of the heads of their departments and of 
the chief of the executive branch, the President. 

This defect was finally corrected by the Budget and Accounting act of 
June 10, 1921. Opinion after 1894 had gradually crystallized upon the prin. 
ciple that “the accounting officers of the government should be direct 
responsible to Congress, and to Congress alone.’’ The act accordingly pro- 
vided for the creation of a General Accounting Office, headed by a Comp. 
troller General, to take over the duties of the Comptroller of the Treasury; 
and the six auditors; it provided for the appointment of the Comptroller 
General by the President for a single term of fifteen years, but forbade his 
removal except for cause by a joint resolution of the two houses of Con- 
gress (pp. 424-25). President Wilson’s veto of the original bill in 192 
was because of denial of the power of removal by the President. This, 
Dr. Selko thinks, would have been the logical position as regards an ex. 
ecutive officer, but not a quasi-legislative or quasi-judicial officer, as the 
Comptroller General was intended by Congress to be. The General Ac. 
counting Office was set up as a legislative rather than an executive agenc) 
and the intent of Congress was to make its chief independent of the execu- 
tive branch and have him recognized as an agent of Congress (pp. 384, 
425-27). 

This act, in thus establishing the independence of the accounting officers 
made what Dr. Selko regards as the most important advance in perfecting 
the accounting system since the very beginning. He says: ‘‘For the first time 
since the adoption of the Constitution it became possible to develop « 
system of accounting uniformly applicable to all agencies of the goverm- 
ment and properly designed not only to furnish the spending agencies with 
information suitable to their needs but also to furnish Congress with a 
prompt and satisfactory accounting for all public moneys” (p. 432). For 
this conclusion there appears to be ample foundation both in fact and in 
theory, and I think the.conclusion is sound. 

This short essay canriot undertake to review all the details of accounting 
and reporting procedure, which Dr. Selko discusses in chapters XXIII: 
XXVIII. There is one point, however, which may properly claim brie! 
notice. 

The hearings in 1919 before the Select Committee on the Budget of the 
House of Representatives indicated nearly unanimous opinion to the effect 
that a satisfactory budget could not be developed without radical improve 
ment in administrative accounting. The Budget and Accounting act there 
fore directed the Comptroller General to “prescribe forms, os and 
procedure . . . for accounting in the several departments and establis! 
ments,’’ and this section of the act “was regarded as definitely ees 
the establishment of a uniform system of administrative accounting” (p 
433). A certain degree of uniformity is, as a matter of fact, essential t 
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atralized accounting control. But, as Dr. Selko points out (p. 443), cen- 
Jized accounting means centralization of accounting control and not cen- 
vation of the keeping of accounts such as every administrative agency 
st have for its own information and the guidance of its operations. 
_ complete uniformity in respect to all the details of administrative 
xccounting is manifestly impossible owing to the variety of operations con- 
ducted by the several agencies. . . .”. And such complete uniformity is not 
necessary. It should be possible to enforce the degree of uniformity neces- 
sary for centralized control, while leaving latitude for such variety in de- 
tails as would meet the administrative needs of the several agencies (pp. 
133-34). 
The General Accounting Office began investigating the subject of ac- 
g forms and procedure in 1923 and has made rapid and substantial 
rogress toward a uniform accounting system for the federal government 
p. 434-35). 
Before proceeding to critical analysis of the present state of government 
accounting, it is mecessary to give attention to the controversy which has 
recently arisen over certain features of the accounting organization estab- 
shed by the Budget and Accounting act of 1921. This controversy is con- 
| with one of the two generally accepted basic principles of govern- 
ment accounting; 7.e., the independence of the accounting officers. It was 
yrought to a head in connection with the plans of the Roosevelt Adminis- 
n for revising the administrative organization of the executive branch 
f the federal government. Two studies (to which reference has already 
de at p. 287) were prepared in 1937, one by the Brookings Insti- 
the other by the President’s Committee on Administrative Manage- 
While in agreement on many matters, these two reports took dia- 
netrically opposed positions with regard to control over the accounting 
m and the expenditure of money. The existing system, under which 
h control is invested in the Comptroller General, an officer independent 
t the executive branch and regarded as an agent of the Congress, may be 
alled the legislative control plan. This plan has the support of the Brook- 
gs Institution report. The President’s Committee on the other hand sup- 
5 what may be called the executive control plan, which advocates trans- 
t all control over the accounting system and the expenditure of money 
executive branch of the government, leaving to Congress only the 
t to make an audit of the completed transactions. 
s Dr. Selko summarizes it, “The executive control plan is based on a 
id criticism of the theory of the existing system, charging (1) 
nancial control is a function of the executive branch and should be 
tingu pues d from auditing, which is a function of the legislative branch; 
) that the exercise of any financial control by an agency which is inde- 
pendent of the executive branch inevitably interferes with administration 
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and leads to conflicts with administrative officers and delays the payment of 
obligations; (3) that there is a fundamental inconsistency in having the 
same officer act as comptroller and auditor in the settlement of accounts 
and that this prevents Congress from holding the executive branch trul 
accountable” (p. 528). The executive control plan proposes to transfer t 
the Treasury Department the authority to prescribe administrative account. 
ing systems and procedures and to settle and adjust all claims and accounts 
For the sake of preserving executive accountability to Congress, this plan 
provides for a Congressional auditing office with power to audit all ex. 
penditures and report discrepancies to Congress ‘through snch committees 
or joint committees as the Congress may choose to designate.” 

Dr. Selko discusses at length the issue between these two plans by pos. 
ing and answering five questions. Let us undertake a brief recapitulation 
of the argument under these five heads. 

(1) The first question is whether under the Constitution “the exercis 
of proprietary control through the settlement of fiscal officer’s accounts be- 
longs properly to the executive or to the legislative branch.” Dr. Selko con- 
cludes from what the Constitution has to say that the legislative branch 
is the one that bears responsibility to the people in this respect and mus 
have the appropriate authority. As a matter of fact, “Congress, as the ulti- 
mate authority for the raising and granting of public funds, has alway; 
undertaken to determine both the purposes for which public money should 
be spent and also to see that it is spent in accordance with provisions stipu: 
lated by law” (pp. 530-31). This conclusion is obviously supported by the 
history of the nation since before the Constitution was adopted. The power 
of Congress to exercise the control in question has never been directly chal: 
lenged in the courts, and it has been continually exercised. 

(2) In answer to the second question, Dr. Selko reaches the conclusion 
that, should Congress relinquish its control of disbursements, it would 
find it impossible to hold the executive branch accountable by means of a1 
auditing agency which lacked authority to disallow payments. The sort of 
audit envisaged by the executive control plan would largely duplicate the 
work which this plan would have the Treasury Department perform in it: 
audit of accounts for settlement, and it would involve corresponding need 
less expense. Even so it would fail to accomplish the purpose. ‘Thus i 
Congress desires to hold the executive branch of the government strict! 
accountable for the use of appropriated funds, fiscal officers’ accounts must 
be settled by an agency directly responsible to Congress. Under the exec 
tive control system the only thing that Congress could do in the event of 
illegality or irregularity would be to exhort against the continuance of such 
practices, to tighten the laws so as to make it more difficult for funds 
be misapplied in the future, possibly to impeach the President, if su 
expenditures were made under his direction and if he failed to discharge 
or discipline the officers responsible” (p. 533). 
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(3) ) of the executive control plan have suggested that there 
consistency in having the same officer act both as comptroller and 
u it tor” and that “no public officer should be authorized to audit his own 
unts or financial acts and decisions” (pp. 533-34). Dr. Selko suggests 
at such notions indicate confusion as to the nature of the existing comp- 
‘rollers functions. He is not an officer of the executive branch. The ex- 
aditures he passes upon were authorized not by him but by administra- 
e officers in the executive departments and independent establishments. 
“in no sense passing on the legality and regularity of his own actions. 
s an independent officer working for Congress both in auditing and 

x the accounts of executive agencies” (p. 534). 
Dr. Selko denies that “the exercise of proprietary control by an 
responsible to Congress inevitably interferes with administrative 
tion” or that the actions of the Comptroller General cause ‘‘delays, un- 
nty, and unavoidable conflict with administrative officers” (p. 534). 
His denial is supported at some length by what appear to be conclusive 

ents. 

5) Finally Dr. Selko refers to the questions and conflicts of jurisdic- 
which the advocates of the executive control plan admit might arise 
operation of their plan between the Secretary of the Treasury and 
heads of the other departments and expresses doubt as to the efficacy 
remedy proposed; /.e., ‘‘vesting in the Attorney General authority 


1 


lecide questions of jurisdiction between the Comptroller General and 
{ministrative officers” (p. 540). 
Altogether, the weight of the argument appears to be definitely in favor 


+ 


legislative control plan as embodied in existing law. Dr. Selko’s 

lysis is accurate, and I think he has reached the sound conclusion. 

he existing system of accounting control, while demonstrably based on 
principles, admittedly falls far short of perfection. Space will per- 
ly mention of a few of the most serious defects, with brief attention 

proposed remedies. 

|) The present system does not provide adequate audit by the Gen- 


eral Accounting Office of public debt transactions as to either principal or 


interest (pp. 475-76). There should be special study of this matter look- 
ng toward prescription of a suitable procedure of control (p. 543). 

(2) Many of the departments, establishments, and corporations follow 
om of maintaining special deposit accounts in the Treasury. De- 
n these accounts are made to the credit of disbursing officers and are 
sequently covered into the Treasury. ‘Disbursements are made 

ippropriation and are without audit by the General Accounting 

164). There result many transactions in which the Treasury 
merely as a bank; it handles funds not controlled by warrants. The 


Hreasuses of the United States cannot be properly held accountable for 
transactions. 
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Dr. Selko calls attention to a statement in the Annual Report of the 
Comptroller General for 1939, which reports that the Treasurer had liabjl. 
ities to the amount of $643,684,362.55 in the form of special accounts 
($122,509,851.65) and depositary accounts of governmental corporations 
and agencies ($521,174,510.90). “It is,” he observes, ‘remarkable that 
such a large volume of business is transacted and that such large expendi- 
tures are made by governmental agencies, wholly without audit, without 
accountability, and without reports to Congress except such as the agency 
itself sees fit to render or such as Congress by special legislation requires 
(pp. 464-65). 

(3) There is no provision for periodic audit of assets and liabilities to 
provide the means of holding custodial officers responsible, as collecting 
and disbursing officers are now held responsible. ““The absence of such 
provision in the federal accounting system prevents complete audit of the 
government’s financial operations, and makes it impossible for the Comp- 
troller General to supply Congress with audited reports of the government's 
financial condition.” This would require a periodic inventory of cash on 
hand and other assets and liabilities. The audit should include also a de- 
tailed verification of all deposits in the hands of depositary agencies (pp 
477-78). 

(4) There are important gaps in the system of reporting by government 
agencies, especially in the case of government corporations and credit agen- 
cies. These agencies are in large measure free from Congressional review 
of their financial acts. Yet they handle enormous sums of money, and they 
have large outstanding obligations which are either guaranteed by the 
national government or have been purchased by the Treasury. There is n 
general law requiring uniformity of reporting by these agencies. A few 
make no annual report to Congress, and a large numl _r are not subject t 
regular audit by the General Accounting Office. This makes it impossible 
for any agency of the government to prepare a statement showing the 
proprietary condition and operations of the national government as a whole 
(pp. 514 and 524). 

It is by means of the correction of these defects and by other similar 
reforms rather than by any revolutionary change in the existing organiz2- 
tion or procedure that Dr. Selko hopes to see the federal system of account: 
ing control and audit perfected. He has, I believe, established his position 
by the evidence of history and the application of sound theory. 


Other Subjects 


I am aware that, in devoting my essay chiefly to the two subjects of budget 
and accounting control, I have not done justice to portions of Dr. Selko’s 
book dealing with other topics. The portions thus neglected are Part Ill 
the Revenue System, and Part IV, the Fiscal System. In these parts there 


| 
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detailed technical description and critical analysis of many important 
sencies and services of the federal government, such as the administration 
the customs and internal revenue laws, the adjudication of revenue 
tes, the organization of the various fiscal agencies in the Treasury 
Department, the financing and investing operations of the government, 
srocedure in connection with deposits, disbursement procedure, and fiscal 
management and control. These parts of the book fill an essential and 
important place in a comprehensive discussion of the federal financial sys- 
They are here treated with the same scholarly erudition and sound 
ement as characterize the book as a whole. The student of public finance 
se researches lead him into any of these fields is likely to find here just 

p he needs to tide him over some of the rough spots in his path. 

FRED ROGERS FAIRCHILD 
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ECONOMIC PLANNING AND THE SCIENCE OF ECONOMICS 


An analytic treatment of a planned economy must proceed on the basis of some kind 
of philosophy of science and must be predicated upon a theoretical framework. A the. 
retical model may provide a provisional construction for illuminating the relations betwee 
phenomena or it may serve as a blueprint for something to be constructed. Requisite 
and conditions for economic action can be defined, but this does not give the content of 
the concepts. To be usable they must be implemented. A logical model can deal wit ec 
only the mechanically economic aspects of human behavior and can solve only a formal 
problem. This is inadequate as a presentation of the processes of human behavior. 

To serve as a basis for reconstruction, the model must be integrated with the politic: 
structure and must deal with the management of resources in the light of existing 


to the production of homogeneous units under assumptions of perfect competition 

its regulatory equivalent. Monopolies, product differentiation, joint and non-allocable 

costs make this “rule” inapplicable. Depreciation adds further to the difficulty. ge 
The theory of socialist planning categorically denies evolution in social and e 

nomic processes. It predicates a state of finality the conditions of which can be deter. 

mined in advance of achievement. The limitations of mechanistic and universalistic theon 

eliminate it as a foundation for a planned economic order. 


I 


The feature which distinguishes economics as a science from economic 
and social philosophy is the genuine endeavor of the former to conduc 
analysis on a plane that is independent of the economist’s own particular 
social bias. Judged by this standard, an economist as a scientist should be 
as much at home in one set of social institutions as in another, no matter 
what his social philosophy may be. Though it is difficult to conceive of 
human thought untrammeled by a specific frame of institutional reference, Hf 
some progress has been made in the more or less scientific economic analysis 
of proposed societies.’ 

An analytic treatment of a planned economy must proceed on the basis 
of some kind of a philosophy of science, expressed or implied. Further 
more, if the formulation of the structure is to be scientific, it must be pred- 
icated upon a system of theory, or perhaps more accurately, upon 4 
theoretical framework. Much of the economic discussion of a planned 
economy in recent years has been based upon theoretical “models” using 
either the Marshallian or Walrasian approach. Whether the logical cond: 
tions which limit the use of these constructions have been adhered t 
deserves careful examination. 

A model, in theoretical analysis, may serve one of two purposes. It ma 
be used as a provisional and preliminary construction as a basis for mor 
accurately understanding the relations between the phenomena unct! 


*For a good working bibliography see: Robert Mossé, “The Theory of Planned £ 
omy,” Internat. Labour Rev., vol. xxxvi, no. 3, Sept., 1937. 
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scrutiny. Or it may serve as a blueprint—a plan—for something which is 


AICS to be constructed. This is the purpose for which models of a planned 
i. economy are designed. 

A the. As a preliminary and provisional construction, a theoretical structure 
between is little more than an ingenious and elaborate code of regulations which 
— ys the foundation for experimental procedure. Given the postulate that 
eal with economic action means the maximizing of income from the utilization of re- 
1 formal sources, the requisites for achieving this result will be the same under any 
volt form of economic organization. The general conditions seem to be agreed 
existine upon by all economists, and no difference of opinion exists on grounds of 
limite social thec ry. The divergence arises in connection with implementation. The 
ition 


requisite of “maximum use’ can be defined, within the particular or 
general equilibrium framework, as perfect competition (or its equivalent?) 
nd ec with the optimum firm as the ideal unit of operation. But this only defines 


illocab 


— nditions. It does not give the content of the concepts. Marginal cost 
a lefined”’ is not marginal cost ‘‘ascertained,’’ and within the limits of the 
lefinition all the problems of ascertaining the content are present in the 
el for a planned society as they are in those designed to describe any 
ther order. Theoretical economics has not solved the problems of cost 
_— counting under private enterprise, it has defined them, and a change in 
baud idministration to a planned society leaves them just where they were. The 
_ analysis proceeds from assumptions and postulates to definition and to the 
=e logical implications arising therefrom. 
_— If a model is to serve as a blueprint for reconstruction or a new order, it 
ime t be more than provisional or preliminary; it must be more than a set 
_— f definitions with formal implications deduced therefrom. It must be 
nalys al and complete, and it must implement the definitions by giving them 
= ise and practical content. The plan must be able to comprehend within 
oe s framework all the detail which will arise, and furthermore, there 


t be the certainty that details not thought of, or perhaps unascertainable 
“ it the time, will not affect the framework but will only cause shifts within 


_ s limits. In addition, it must be assumed that all of the social forces which 

ti ire not taken account of by the plan will not vitiate its operation. 

om From a methodological point of view, it may be useful to explore the 

p sibilities of a planned economy. Such a study not only serves frequently 
to focus the logical implications of forces examined under other assump- 

bos Logically, there is no equivalent to the optimum firm of perfect competition. The 


marginal cost, minimum average cost and market price is possible only under 
petition, Where this condition does not obtain, the attempt may be made to 
under the benefits that result from competition by using the concept of the optimum 

standard. The difficulty is that the difference in conditions changes the content 
iE et st curves and comparison between the two situations involves comparison in dif- 
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tions, but it also brings out issues that will be encountered and condition 
that must be fulfilled by a planned economy. But these endeavors to co. 
struct the economic framework of a socialist state are merely exploraton 
and perhaps explanatory devices in part only. They are in the same categon 
as astro-physicists’ models. Fortunately, the universe and the world i 


which we live do not have to run on the scientists’ models and are in |ittle 
danger of reconstruction from that source. If this were not the case, mog 
of us would not be so sure that the sun would rise tomorrow. There is x 
more reason to have confidence in economists’ models as the basis upon 
which a planned economy might be operated than there is to have cop. 
fidence in the physical scientists’ models as the basis upon which the uni- 
verse could be run. 


II 


A theoretical, mathematical or purely logical model of an economic 
society can deal with nothing more than the mechanically economic aspects 
of human behavior. This is just what the theoretical constructions of eo- 
nomic society do.* The concept of economics as a science which underlies 
this approach is that of a purely theoretical discipline moving to universi! 
statements by induction from isolated particulars.* Economic science from 
this point of view is strictly a matter of mechanics,’ and the “economic 
man’’ achieves his complete stature in such an order. 

The philosophy which limits the concept of science to the universal and 


*See especially: E. Barone, “The Ministry of Production in the Collectivist State, 
reprinted in F. von Hayek, Collectivist Economic Planning (London, Routledge, 1935) 
H. D. Dickinson, “Price Formation in a Socialist Community,” Econ. Jour., vol. xliii, 
170, June, 1933, pp. 237-250; E. F. M. Durbin, Econ. Jour., vol. xlvi, no. 184, Dec., 193 
pp. 676-690; O. Lange, “On the Economic Theory of Socialism,” Rev. of Econ. Stud., 
iv, nos. 1 and 2, pp. 53-71 and 123-142; A. P. Lerner, “Statics and Dynamics in Socialist 
Economics,’ Econ. Jour., vol. xlvii, no. 186, June, 1936, pp. 253-270; F. M. Taylor, “The 
Guidance of Production in a Socialist State,” Am. Econ. Rev., vol. xix, no. 1, March 
1929, pp. 1-8. 

* Theoretical economics may be regarded as purely deductive in character. This is true 
when it adopts, from the outset, the methodology of mathematics or pure logic 
seems to be described by the above statement, however, when from a limited number of 
observable facts it proceeds to derive universal statements. This appears to be the situation 
with regard to most formal theory. 

* Professor F. H. Knight appears to sum up the dominant attitude on the scope 
economic theory today: ‘Economic theory is not a descriptive or an explanatory science 0! 
reality. Within wide limits, it can be said that historical changes do not affect econom 
theory at all. It deals with ideal concepts which are probably as universal for ration#! 
thought as those of ordinary geometry.” Ethics of Competition (New York, Harper, 195 
p. 116. Professor Robbins presents the same point of view and emphasizes the anaiog) 
with mechanics when he says: “. . . Economic analysis turns out to be . . . the elucidation 
of the implications of the necessity of choice in various assumed circumstances. In putt 
mechanics we explore the implication of the existence of certain given properties of bodies 
In pure economics we examine the implication of the existence of scarce means wit 
alternative uses. The assumption of scales of relative valuation is the foundation of # 
subsequent complications.” The Nature and Significance of Economic Science (Lonco 
Macmillan, 1932, p. 83). See also R. F. Harrod, review of J. R. Hicks, Value and Caps 
in Econ. Jour., vol. xlix, no. 194, June, 1939, p. 299. 
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dition mechanistic is being seriously challenged today.* It seems safe to say that 
to con- h a concept no longer represents the predominant attitude. The develop- 
Ofaton ment of genetic method under post-Darwinian influences has opened up 
ategon new fields for scientific research that cannot be fashioned into a theory of 
orld in sniversal design. The recognition that human society is distinguished from 
n little animal groups (or societies) by behavior patterns socially acquired and 


2, Most transmitted,’ has served to make an even greater break so far as the social 
e is no sciences are concerned. 

This does not mean that pure theory, as that term is currently used in 
economics, has no value. The practical results which have flowed from such 
in approach are themselves sufficient proof to the contrary. The point of 
challenge to the theory of socialist planning, and to pure theory, is that 
they have done no more than solve a formal problem. The tools created 


1 


have been indispensable aids, but al/ of the economic issues of planning 


upon 
Con: 
he uni- 


onomic 
aspects have been no more resolved at best, than have the theoretical aspects of 
of eco: ompetitive and capitalistic theory. This would not constitute such a seti- 


ous indictment if it were not so confidently asserted that: ““The burden of 
proof has been shifted to the capitalist economy which must now show why 
should not be replaced by a socialist one, in view of its evident feasibility 
nd superiority.” 
As a matter of fact, this is completely wrong. Even if it were conceded 
hat the debate has been settled conclusively in favor of planners, this 
oncession would apply only to a formal solution. To demonstrate the 
formal superiority or possibility, is not to prove its practicability. The formal 
cliii, 0 solution is inadequate as a presentation of the processes which constitute 
nomic behavior and inadequate as a basis for the formulation of a 
lanned economy in action. 
f pure economics is in the final analysis merely a matter of mechanics, 
content of economics and what constitutes an economic problem are 
- fined by the conception of the scie.:ce and by the limitations of methodol- 
logic. It gy imposed by that conception. The solution of the economic problems is 
acaieved by making whatever assumptions are necessary to make the solu- 
possible with existing technique. The details of economic activity in 
h a system must fit into the picture, being deductions from the as- 
sumptions which are made. This conforms perfectly to Professor Rob- 
conception of methodology. Whether such assumptions as a socially 
t system of incomes,® or that the speed at which capital accumulates 
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Liversal 
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for example: H. Miller, “Philosophy of Science and History of Science,” Isis, 

». 80 (vol. xxx, no. 1), Feb., 1939, pp. 52-64; L. Hogben, The Retreat from Reason 
acon, Watts, 1936); J. E. Boodin, The Social Mind, New York, Macmillan, 1938. 

C. A. Ellwood, “Culture as an Elementary Factor in Human Social Life.” Social 

ghee October, 1935, pp. 313-318. 

L ave F. Lippincott, On the Economic Theory of Socialism (Minneapolis, Univ. of Minne- 

i 1938, p. 24). 

M. 7 aylor, op. 678... p. ym 
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is fixed arbitrarily by the Central Planning Board,’ are economic questions 
excluded from the solution is not debated. So long as economic items are 
assumed, the problem of socialist planning is not soluble. It is (or may be) 
soluble only within the limits of the assumptions given; and, in view of 
the fact that some of our most vital economic questions revolve around the 
items assumed, confident assertions that such planning is workable ar 
of rather dubious validity. 


III 


Even though it be granted that “pure’’ theory of economics is legitimate 
strictly scientific, and indubitably useful, the question still remains whether 
a general theory of planning is yet possible. The most formal aspects of 
modern theory are shot through with controversy. Capital theory, interes 
theory, and monetary theory, to mention only three items, are in a mos 
unsettled state, to put it mildly. The controversies of theorists over these 
and other issues cannot inspire confidence in the ability of theory to preseat 
a model of a planned society. At best, such a model can be only a tentative 
formulation of problems for further study and empirical investigation 

Formal theoretical models pay no attention to the body politic nor to the 
economic problems created by political boundaries. The existence of thex 
two factors cannot be dispensed with by assumption because a planned 
society must be implemented. In fact, in a planned society economics 
becomes political economy once more—the management of resources. 

A Central Planning Board is postulated but one question that emerges is 
what geographic area it would cover. It can scarcely be assumed that the 
most efficient size of the producing unit in every industry would be achieved 
with just one enterprise; a large number of units in almost every line of 
production would be necessary. Production by natural monopolies, such a 
electric light and power, would present essentially the same problems a 
they do now, for these problems are only incidentally a matter of owner 
ship. Where the products are freely transportable, competition would ensue 
How would it differ from competition today? Presumably, product differ 
entiation would still exist, and even an economic dictatorship could not 
eliminate non-allocable and joint costs. 

What, then, becomes of the rule that producers must fix output whet 
marginal cost is equal to price? Marginal cost is defined as the additions! 
cost incurred in producing an additional unit of output. This, however, 
gives little clue to the content of marginal cost. The distinction betwee 
fixed and variable costs is not clear-cut in practice as it is in theory. For 
example, does marginal cost contain any item of depreciation? If depred 
ation is regarded as a function of output rather than as a function of time 


” O. Lange, op. cit., p. 65. 
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uld seem that marginal cost cannot exclude it.** But what is deprecia- 

n? Even if a free market be assumed the specific amount to be depre- 
ted and the part of that total to be allocated to any quantity of production 

, order to ascertain total costs is still unsolved both in fact and theory. 
The dilemma faced by economists who try to determine the optimum for 

, public utility enterprise is not all due to their ignorance of economic 
theory. If the concept of the optimum could be given some specific content, 
answer would be clear at least as to the general level of rates. It is be- 

e the simplified assumptions of perfect competition and general equi- 
librium are inadequate that the issues of prudent investment, cost of re- 
luction, cost of replacement, and land values plague us, and these 
culties are not eliminated by dispensing with private ownership. The 


Central Electricity Board in England faces the identical problem and it is 
ound by any “‘due process” or judicial review.’? 
Finally, the rule governing output cannot be applied where the product 


homogeneous; where joint and non-allocable costs prevail; and where 

peak and off-peak load problems occur. It may act as a minimum but this 

t satisfactory as a pricing or output guide. Nor will the substitution 

f the idea of marginal opportunity cost simplify or clarify the problem, 

S for gradations between alternative uses are not continuous except under the 
assumptions of refined theory. 

The “ideal” of economic theory is achieved under conditions of perfect 

mpetition, but to insist that perfect competition is, in fact, superior to 

a situation where there are varying degrees of competition all the way up 

complete monopoly is sheer nonsense. Perfect competition is 

perior to anything else only in formal theory and might be more advan- 

tageous in practice if it could be achieved—but it cannot be. Furthermore, 

ne can possibly describe what technology would be like under perfect 

tition. Indeed, it is the essence of pure theory that technology is 

r granted as are most other “institutional” factors. Perfect com- 

has no place, for example, for public utility monopolies. They are 

ur economic world, however, and the superiority of perfect com- 


re definition of marginal cost is a far different thing from stating precisely 
included in it. It is the latter problem which gives rise to difficulty. Mr. 
es, in his General Theory of Employment, Interest and Money, introduces the 
r cost’ which includes some depreciation in marginal costs. The writer is 
what Mr. Keynes means by depreciation, but his discussion leaves unsettled 
whether depreciation occurs when a plant is idle. The problem of arbitrary 
ids intrudes, but if costs are incurred for production then accurate account- 
s them against the goods produced. Only if they are assessed against a 
ind not against production, would depreciation be counted during idleness. 
items of “‘fixed’’ costs should be included in marginal costs if costs of 
to be calculated on any other than a purely time basis. 
I Pegrum, “The Public Corporation as a Regulatory Device,” Jour. of Land 
ity Econ., vol. xvi, no. 4, pp. 335-43. 
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petition means nothing when applied to them because they cannot be 


competitive. 

Similarly, the analyses which show the economic disadvantages of im- 
perfect competition, oligopoly, and duopoly give an incorrect picture to the 
extent that they pay no attention to the technical and institutional founda- 
tions from which they arise. If the economies of large-scale production are 
such as to make economical production by only a few producers possible, 
the attempt to secure pure competition would result either in the breaking 
up of existing enterprises so as to destroy many of the existing economies 
or in the introduction of more large concerns than the market could sup- 
port. In either case imperfect competition would be more economical than 
pure competition.” 

If it is urged that the ideal is the perfectly competitive price or the onc 
which simulates it, the reply is that the simulation is impossible because 
the necessary conditions do not exist. Since the ideal and facts do not eve: 
approximate—and the facts are stubborn—we should examine the ideal t 
see what the trouble is. Mr. Maurice Dobb’s challenge that the main 
propositions of economic theory do not apply with undiminished force t 
a socialist state is well taken. They do not and cannot. If one may borrow 
an anthropological term, the conception of a planned economy is anthr 
pomorphic, and belongs in the same category as the paintings of angels and 
heaven. 


IV 


The question how the goal of socialist planning is to be reached raises 
another fundamental issue. This is not discussed by most of the writers on 
the subject, but Professor Lange comes out frankly and says that it must 
be catastrophic: 


A socialist government really intent upon socialism has to decide to carry 
its socialization program at one stroke, or to give it up altogether. . .. An 
hesitation, any vacillation and indecision would provoke the inevitable econon 


itastrophe.! 


* Professor Chamberlin’s elaborate analysis which demonstrates that prices 
monopolistic competition are higher than prices under pure competition is valid 
there is a choice between the two under similar circumstances. If technical conditi 
such that minimum average costs can be obtained only by large-scale production and if the 
market can absorb the product of only a few of these producers, then pure com} 
could exist only at less efficient scales of production. Comparisons of equilibrium un 
imperfect and pure competition are valid only if the cost curves remain unchanged. 7 
is not possible unless the scale of operations is a matter of indifference. The « 
made is between operations on two different planes, not between alternatives under sim 


Nn 


iditions 
‘Maurice Dobb, ‘Economic Theory and the Problems of a Socialist Economy 
vol. xliii, no. 172, pp. 588-598. Mr. Dobb’s statement, however, that a 
will have its economic laws but they will not be those of present-day theory, | 
tterly devoid of content 
O. Lange, op. cit., pp. 134-5. 
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it may be urged that the problem of transition may be eliminated legiti- 
y from the theory of socialist planning because the latter is merely 
esigned to show how a socialist state could operate, and the question how 
oct there is quite another matter. If such a clean-cut separation could 
it might be advantageous for analytical purposes. This is not the 
owever, and if more attention had been paid by economists to the 
of achieving a planned economy or to the hurdle to be cleared if 
change-over were catastrophic, less certainty as to results would be in 
At least, the results would be vastly different. 
In failing to deal with the problem of transition, or by making it catas- 
the pure theory of planning conforms closely to physical theory and 
Jarwinian concepts of science. It eschews gradualness, experiment 
levelopment; it eschews working with existing materials and data, 
fying concepts and ideas as new problems and new sets of conditions 
It is the philosophy of despair in that it concedes implicitly or 
tly, that revolution is necessary in order to fit facts and realities into 
eived ideal, the attainment and maintenance of which require a 
structure in the face of cumulatively changing conditions. 
\part from unsettled questions in economic theory today, the validity 
e contention that a planned society is feasible rests on the assumption 
ther things remain equal, or if they do not, that such changes as 
ht take place will have no effect on economic behavior. If the first of 
e assumptions is conceded, then the whole case for planning falls to 
sound because other things could not remain equal. The very process 
change itself would bring about radical transformations in other 
of the social structure. When these had taken place the theoretical 
framework to which presumably they had adjusted themselves, or had 
1 adjusted, would have to be changed. 
the second assumption is adopted then interaction of the various as- 
f human behavior is denied. This involves a complete denial of even 
um of truth in the economic interpretation of history. A perusal 
the history of economic thought and theory should prevent any economist 
taking such a stand. Economic thought has been strongly conditioned 
aly by economic activity but also by other social forces. Modern theory 
loped under the influence of western industrialism and capitalism. 
mpetition had not been a significant feature of economic life, would 
heory have proceeded largely from perfect competition concepts? 
the recent developments been uninfluenced by the fact that competi- 
ory 1s inadequate to explain the behavior of economic forces? What 
es of the idea that economic theory deals only with the universal? 
vhat validity is there to the assertion that a planned economy is 
when we do not know the social conditions which would obtain 
‘the new order? It may be that to Professor Mises there should be 
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erected an heroic statue in the hall of fame of the Ministry of Socializ. 
tion.%® Possibly also Walras, Pareto and others who supplied, witting); 
or otherwise, the ideal theoretical framework for the economic and sociai 
structures of the totalitarian states should be similarly honored. But thy 
is only because economics 7m vacuo can do anything. 

The fundamental weakness of utopias is that the utopian ideal or “end 
is an absolute concept. All the problems embraced by the utopia are solved 
There can be no change which will affect the solution. Logically, and jp 
practice, this results in “‘statism,”’ with the individual submerged or ruth. 
lessly crushed in the all-consuming quest for the ideal. To talk of the main. 
tenance of democracy in a planned economy seems to be to talk about ay 
impossibility. Moreover, the planned socialist economy is final, except for 
shifts which could take place within the framework. Yet one cannot but ask 
the question: After the socialist state, what? Economic theory can shed little 
light on this, but its authority is used to construct the ideal economic societ 

It would be incorrect to assert that historical background and immediat: 
institutional problems are ignored by socialist theorists. Indeed, the revers: 
is generally true. The difficulties which society has faced and is facing ar 
emphasized in order to lay the foundations for the proposition that t 
logical conclusion is socialist planning. This is the approach of scientif 
socialism. The inescapable logic of this method is, however, abandone 
Once the necessary conditions are adduced and the stage is set for the pr 
entation of the utopia, the developmental concept is discarded in favor 
catastrophic change and a final state of perfection. This is to be expected 
because recognition of the empirical conclusions of history would involve 
a surrender to the very principle which the proposals must deny. Either the 
historical evidence used is hypothetical or the argument stops short of it 
logic. 

It has already been pointed out that recent discussion of socialist 
ning in economic literature has taken place principally within the confine 
of formal theory. Writers adhering to essentially the same concepts 
economics as a science and employing practically the same methodolog 
have, however, come to diametrically opposite conclusions. Thus, Professt 
Hayek concedes that socialist planning is not a formal impossiblity and then 
proceeds to offer proof that socialist planning is practically impossible. What 
he means by formal is left to the imagination, but he achieves his escape 
from the dilemma by discussing the problem within the framework 
modern institutions. Professor Lange, on the other hand, argues the pos 
sibility of a formal solution and then endeavors to demonstrate its pt 
ticability without paying any attention to the effect upon economic behavic' 
of the institutional arrangements which would be necessary to implemest 


nian. 


*O. Lange, op. cit., p. 53. 
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Each assumes both too much and too little. Both are discussing 

al possibility of planning in a real world. Here, as in many other 

f theoretical disagreement, the difficulty arises from the fact that eco- 
eory cannot be universal but on the contrary must be conditioned 

rical developments and contemporary circumstances. Such being the 

se, one cannot be limited by the concepts of perfect competition or gen- 
il equilibrium, or by any theoretical framework based upon nothing but 


val 
V 


ontention that economic theory, or at least pure theory, can have 

iy either for or against planning is sound. Pure theory deals only 

th formal problems. If the logic is incontrovertible, the conclusions are 

valid as any other conclusions of formal logic. Under such circumstances 

inistration of economic activity which obtains is inconsequential to 

ilts, since in any case all that is necessary is that the formal rules 

n shall be followed. This, however, assumes that economic activity 

rms to a strictly logical pattern, that the content of the rules is readily 

nable, and that administration is merely automatic application of the 

;. That these conditions do not and cannot obtain in the world in which 

s all too evident. The resulting hiatus plagues contemporary eco- 
theory. 

mics, to be a science, however, does not need to be, indeed cannot 

ly theoretical and formal. If it does not change, it cannot retain its 

ility as a scientific discipline. Economic theorists by refusing to 

grips with reality and by refusing to recognize issues of the real 

ld are forfeiting their intellectual leadership to those who, unequipped 

entific apparatus, blunder into mistakes that could have been 

What is most urgently needed is a reorientation of theory to a 

-alistic approach so that the contributions of both pure theory and 

al study can be successfully integrated. The trend in theory today 

ia more abstract and hypothetical approach threatens to hoist econ- 

by their own petard. Mathematical theorizing has its value, and to 

t the methodology which it implies economics owes much of its 

But those who use that theorizing in its unvarnished form to give 

ipport to programs of reconstruction and projected utopias, or 

rvation of the status quo, are doing the discipline as much harm 

are offering leadership without knowing what the issues are all 
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THE RESIDUAL ITEM IN THE BALANCE OF 
INTERNATIONAL PAYMENTS 


[he familiar “residual item’’ in the Balance of International Payments published } 
the Bureau of Foreign and Domestic Commerce is not wholly due, as is frequently sy, 
ed. to errors and omissions in the collection of the data, but rather to the fai 
of the Bureau to understand fully the theory of international trade which is fundame 

» the Balance. 

Credits established abroad through exports at one exchange rate are normally drawy 
down in payment for imports at a different exchange rate. If exports and imports jp 
voiced in foreign currency are converted into dollar values at the rate of exchange p; 
vailing on the date of shipment, it will frequently appear that a given export may finang ce 
an import of much greater or less value. 

The Bureau must, therefore, record the foreign currency value of exports and import 
invoiced in foreign currency. If, at the end of the year, these foreign currency value 
are converted into dollars at a weighted average exchange rate, the Balance of Payment 
will then balance in fact as well as in theory. 


There has appeared each year in the Baance of International Paymenj 
»f the United States, published by the United States Department of Com. 
merce, a somewhat mysterious figure known as the “residual item” or 
more properly, ‘‘other transactions and residual.’ The Department ex. 
plains this item as follows: 
The item includes, in addition to possible errors and omissions in the estimated 
items, unreported stabilization fund operations and other transactions not exact 
ly reflected for balance-of-payments purposes in the reported figures. Since the 
active portion of the stabilization fund is limited to $200,000,000 (whereas the 
residual item in 1938, for instance, was $508,000,000), fund operations wo 
not affect the size of the residual either way by more than this amount. 


Evidently not satisfied with being forced to admit a discrepancy of, at 
the minimum, $308,000,000 owing to its own “‘errors and omissions,” the 
Department makes some attempt in subsequent pages? further to explain 
this elusive item. It finally concludes,’ however, that no immediate ex- 
planation is forthcoming. 

The appearance of such a residual item raises three questions which will 
be taken up in order in the three sections to follow. 


I 


First, what reason, other than the activities of the stabilization fund and 
expected errors and omissions in the data, can be advanced to explain this 
difference in the total value of United States international credits and 
debits? 


assumption, W it as 


Since, by definition, the balance of international payments of a country cons 


‘The Balance of International Payments of the United States, U. S. _— of ( 
verce, Bureau of Foreign and Domestic Commerce, Washington, 1938, p. 

* Ibid., pp. 8-11. 

p. 11. 
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ts effected, within a stated period of time, between residents of that 


ait pe residents of foreign countries, and since, also by definition, inter- 
nal payments include changes in the short-term foreign assets and liabilities 
ountry, it follows that aggregate receipts and aggregate payments to 

-eigners are equal; for any cash claims upon foreign countries not taken up 

those with payments to make in foreign countries (an apparent excess of 

;) would appear automatically as a net addition to short-term banking assets 

foreign countries (or as a net reduction in short-term banking liabilities to 

ners)—that is, as an exactly offsetting debit. Conversely, cash claims in 

f foreigners not matched by cash claims against foreigners (an apparent 

f debits) would appear as a net addition to short-term liabilities to 

‘ners (or as a net reduction from short-term assets abroad )—that is, as a 
terbalancing credit.‘ 

In reply to this statement by the Department, it should at once be pointed 

t, that, in the absence of a perfectly stable international currency, the 

gate receipts from foreigners and aggregate payments to foreigners, 

; measured by the Department, not only are not equal, but also could not 
rossibly be equal. This can be shown by means of an illustration. (To 
simplify the explanation, it may be assumed that the United States trades 

y with England, and that during the period under consideration only 
ree transactions are consummated. The rate of exchange will be taken 

stand at $5.00 = £1.) 

The first transaction is a shipment of goods from the United States to 
Great Britain. The price of these goods (£200) is, as is usual in the case 
of raw or semi-processed commodities, quoted in terms of the importer’s 
urrency, 7.€., in this case, in pounds. To secure payment, the American 
exporter draws a sight draft on the English importer for £200.° This draft 
he may sell to his bank for $1,000, less commission and interest for the 
period necessary for collection. As far as the Balance of Payments is con- 


f $1,000, since it will be so entered in the customs at the rate ($5.00 = 
fl, in this case) certified daily by the Federal Reserve Bank of New York.* 

[he American bank, having forwarded the £200 draft to its corre- 
pondent bank in England, will receive a £200 addition to its account with 
the English bank as soon as the sight draft is paid by the English importer. 
the Balance of Payments will now stand: 


United States Exports Movement of Short-term 
(credit ) Banking Funds (debit ) 
$1,000 (Mdse.) £200 


pp. 8-9 


tomary for the seller to draw on the importer. Most drafts are in terms of 
in which the price is quoted. 

522 of the U. S. Tariff Act of 1930 (sub-section C) specifies that the buying 
hange in the New York market at noon on the day of importation shall be the 
ite for purposes of customs entry. The dollar values for goods invoiced in 
ncy on U. S. Shippers Export Declarations will be arrived at similarly. 


Vs f 
eX ened, this transaction constitutes an export of merchandise to the value 
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At the current rate of exchange, $5.00 = £1, the payments balance. 

The second transaction is in all respects similar to the first, except thy 
the American bank, which now possesses a balance in England, and whic, 
finds that there is apparently no demand for sterling exchange in th 
United States, will not be so eager further to increase its balance in Epp. 
land. It will, therefore, not be willing to give as many dollars for thi 
second £200 draft as it did for the first draft. In other words, it will quote 
a rate of exchange less favorable to the seller of the sterling draft. The ney 
rate may be, say, $4.00 = £1. When the exporter presents his second draf 
of £200 to the American bank he will, therefore, receive $800, less com. 
mission and interest for the period necessary for collection. The entry in 
the Balance of Payments will be an $800 merchandise export. The draft 
being sent to England as before, increases the balance of the American 
bank to £400. The Balance of Payments will now stand: 


United States Exports Movement of Short-term 
(credit ) Banking Funds (debit) 
$1,800 (Mdse. ) £400 


At the current rate of exchange, $4.00 = £1, the payments obvious! 
do not balance. 

The third transaction is a shipment of goods from England to the United 
States. The price of these goods (£400) is, as is usual in the case of manu: 
factured goods, quoted in terms of the exporter’s currency, /.¢., in thi 
case, in pounds. In order to simplify the illustration, it may be assumed 
that the American importer initiates payment.’ He proceeds to his bank 
and requests a sterling draft for £400. The bank, having just that amount 
in its balance in England, sells the required sterling draft to the importer 
at the current rate of exchange, 7.e., for $1,600 plus commission. The 
Balance of Payments now reads: 


United States Ex ports United States Imports 
(credit) (debit ) 
Merchandise $1,800 Merchandise $1,600 


The balance of international payments no longer balances.* It is sigait 
cant that its failure to balance dates from the fluctuation in the exchange 
rate. The reason may be stated quite simply: If a balance is created in 3 
foreign country by, say, the export of goods to that country, and the rat 


"The reasoning throughout this article is equally valid whether it is the importer 
the exporter who initiates payment. The particular examples were chosen simply > 
they afford the clearest explanation. 

*The balance of payments would balance only if the last bill had been sold at 
exchange rate of $4.50 = £1. There is no reason, however, for assuming that it W 
sold at that rate. It is, in fact, the main thesis of this article that bank credits abr 
drawn down at rates other than those at which they were established. 
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‘exchange alters before the balance is wiped out, when the balance 25 
lly returned to this country in, say, the form of goods, it must obviously 
sess a different dollar value from the dollar value of the original goods 

[his is true by definition of a change in the exchange rate. The 
lance of payments will, therefore, never balance unless account is taken 

f the fact that the individual items which go to make up the aggregate 
ports and imports are achieved at different rates of exchange. 

The example selected above, it is admitted, is somewhat removed from 
ytual practice. Bankers do not ordinarily establish balances abroad, and 
hen draw them down. They are instead continually buying (presumably 
tthe most favorable rates) bills of exchange which, when sent to foreign 

respondent bankers, will serve to maintain a reserve balance against 

y may continually sell drafts. The fundamental process is, how- 
the same whether an isolated transaction is considered (as in the 
ple above), or whether the bank is looked at in its real activity as a 

ncern. 
make the point clearer, another example may be considered: Ameri- 
1 bank X is, from day to day, buying sterling bills. One important source 
h bills is exports of American goods invoiced in sterling. An Ameri- 
exporter, it may be supposed, ships goods priced at £1,000 to an Eng- 
lish importer. He draws a sterling draft for that amount and sells the draft 
to his American bank. It is against this draft, and others like it, that the 
American bank sells sterling drafts. If this £1,000 shipment of goods 
passes the customs on, say, January 15, and the rate of exchange certified 

r that day by the Federal Reserve Bank of New York is $4.02 — £1, the 
shipment will be entered in the customs (and later recorded by the Bureau 
reign and Domestic Commerce) as a $4,020 export of merchandise. 
number of dollars which the American exporter receives from his bank 

£1,000 draft is unimportant for balance-of-payments purposes. It 
s sufhicient if it is determined that a £1,000 draft actually was drawn to 
re payment. 

Now suppose that on the following day, the rate of exchange being 
£1, an American importer receives a shipment of goods from Eng- 
ind priced at £1,000. This will be entered in the customs (and later 

by the Bureau) as a $4,000 import of merchandise. The importer 
rchase from his bank the necessary £1,000 draft to remit payment. 
nimportant how many dollars he must sacrifice in order to obtain 
‘1,000 draft. The significant fact is that it is only because of the ex- 
t of goods, valued at £1,000, by an American exporter that the bank 
to sell a £1,000 draft to the importer. The original export, in other 

ds, gives rise to a sterling credit which may be used in paying for the 

import. 


sat this point that the Bureau fails to take account of a really sig- 
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nificant point in the theory of international trade underlying these oper». 
tions. The only figures recorded by the Bureau as the result of the ty 
transactions above will be Merchandise Export, $4,020; Merchandise |p 
port, $4,000. The Bureau has overlooked the fact that, although every jp. 
dividual transaction in international trade gives rise to a debit and a cred 
which exactly balance, this debit and credit can balance at only one ey. 
change rate, and at no other. An export, it is true, gives rise to a credit 
which credit may be used to pay for an import, the export and the impor 
supposedly being of the same value. The export and the import are of the 
same value in the currency (say, sterling) in which their prices are quoted 
and in which the bills of exchange are drawn; but in order to be of the 
same value in some other currency (say, dollars) it must first be postulated 
that the rate of exchange between sterling and dollars remains fixed over 
the period necessary to make both the export and the import. Such a postu: 
late is obviously not in accordance with the facts. 


II 


When the reason why a residual item appears each year in the Balance 
of International Payments is understood, can it not be said that this item 
represents some significant figure? In other words, should the Bureau 
continue its present method, changing its presentation only by including 


in explanation of just what the residual item represents?® 

Several tentative explanations suggest themselves: (1) The residual 
item might be a measure of the speculative profits (or losses) of all the 
exchange dealers of this country for the period under consideration; (2 
it might represent the speculative profits (or losses) of both exchange: 
dealers and other traders engaged in international trade; (3) it might 
represent the dollar value of the increased amount of goods, services, an¢ 
credits which this country is forced to give in exchange for the good: 
services, and credits of other countries, above what this country would ha 
had to offer to obtain the same goods, services, and credits of other coun 
tries, had the value of the currency of foreign countries not altered rele: 
tively to the dollar; and, finally (4), it might not represent any significasi 
figure, but serve simply to measure the net error in the data due to th 
incorrect method followed by the Bureau. These possibilities will be taken 
up in order. 

(1) The first of the two illustrations employed above—that dealing 
with the three transactions between England and the United States—su 
gests that the unexplained portion of the residual item may form a lait 
accurate measure of the speculative profits (or losses) made by the * 
change dealers of this country during the period under consideration. * 

* Other than stabilization fund activities and possible errors and omissions 4¢ 
mentioned 
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| be noted that the American bank paid $1,000 for the first bill drawn 

American exporter, and $800 for the second bill. The third bill, 
h was sold to the American importer, brought only $1,600. The specu- 
loss to the banker on these three operations, therefore, amounted to 
which is exactly the amount by which the balance of international 
nents fails to balance. 

If exchange dealers actually carried on business in the manner described 

bove, the conclusion that the remainder of the residual item represented 

their net speculative profit or loss would, in fact, be correct. Not all profits 
sses due to fluctuations in the exchange are, however, borne by ex- 

dealers. A small amount of the business is carried on between im- 
porters and exporters themselves, the exporter selling foreign drafts to 
the importer. This is especially true where one concern is both importer 

exporter. 

Besides this relatively small volume of business carried on without 
or banker as intermediary, there is further reason to conclude that 
than exchange dealers take the profits or losses of exchange fluctua- 

The process of buying and selling futures in exchange allows ex- 

ealers to avoid the losses which they might be forced to undergo 
foreign currencies depreciate relatively to the dollar. Suppose that, 
illustration above of the three transactions between the United States 


ad England, the future rate on the day of the first transaction (when the 
t rate was $5.00 = £1) had been $5.02 = £1, and that the banker had 
1a £400 sterling future to the American importer. All the transactions are 
tly the same as before except that the banker now sells (in the third 
tion) his £400 sterling balance according to the future contract, 7.e., 

tor $2,008. The Balance of Payments reads as before: 


1 States Exports United States Imports 
(credit) (debit) 
Merchandise $1,800 Merchandise $1,600 


banker, instead of showing a net speculative loss as before (the 
the residual item), now enjoys 2 net speculative profit of $208, 
($1,000 +- $800). The remainder of the residual item can, 
not be said to represent the speculative profits or losses of ex- 

> dealers. 
tact that the banker appeared to shift his loss to the trader in this 
xample might seem to indicate that the residual item may safely be 
measure the net speculative profit or loss of exchange dealers and 
's for the period under consideration. It is, however, only in one sense 
that which claims that any profit presupposes a corresponding 
) that speculative loss above may be said to have been shifted to 
. A more realistic analysis would point out that the importer 


| 
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is trading on the basis of a $5.00 — £1 exchange rate, and that if he finds jt 
profitable to do so, he has not suffered a loss merely because he could hay 
bought his sterling bill at the rate of $4.00 — £1, had he not entered into the 
future contract. The importer is following good business practice and 4). 
lowing the banker to risk the exchange fluctuation. He continues to trade 
on the basis of a $5.00 == £1 exchange rate. It is therefore not he individually 
who can be said to lose. . 

(3) Although the speculative profit or loss cannot be definitely allocated 
to the exchange dealers, either individually or as a group, nor to traders 
either individually or as a group, it nevertheless might seem that the United 
States as a whole must be affected by a change in the exchange rate, ever 
though no special group can be pointed to as bearing the main effect of the 
change. Does not the unexplained portion of the residual item therefor 
reflect the change in our barter terms of trade, 7.e., does it not measure th 
dollar value of the change in the amount of goods, services, and credits 
which the United States is forced to give in exchange for the goods, serv- 
ices, and credits of some other country? Brief examination will show that 
this last attempt to attach special significance to the residual item is, like 
the first two, invalid. For it appears that the unexplained portion of the 
residual item may be either a positive or a negative quantity, irrespective 
of whether the exchange rate is depreciating or appreciating. 

This may be shown as follows: At an exchange rate $4.00 = £1 on Jan 
uary 15, an American exporter ships goods valued at £1,000 to Englan 
draws a sterling draft for that amount, and sells it to his banker. The good: 
are entered in the customs (and later recorded by the Bureau) as a $4, 
export. On January 16, at an exchange rate $3.98 == £1, an American in 
porter receives a shipment of goods valued at £1,000, buys a sterling 
draft for that amount from his banker, and sends it to England in payment 
for the goods. The goods are entered in the customs (and later recorded 
by the Bureau) as a $3,980 import. There is no entry other than the mer 
chandise import and export, since the movement of short-term banking 
funds is just canceled. The Balance of International Payments shows that 
due to a depreciation of sterling, the United States has been forced to s| 
goods valued at $4,000 in exchange for the import of goods valued 4 
$3,980. 

Suppose, however, that on January 15, the exchange rate being as betot 
$4.00 — £1, an American importer receives a shipment of goods valued 2 
£1,000 but does not buy the sterling draft to make payment until the fo! 
lowing day.’° The goods are entered in the customs (and later recorct 
by the Bureau) as a $4,000 import. On the following day, the exchang 

* Where goods are shipped D/A or D/P (i.e., where importers would remit s 
the tendency would be for the residual item to reflect an excess dollar value of America® 
exports over American imports, when foreign currencies were depreciating relative ' 
dollar. This would be, however, only a tendency. 
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being as in the preceding example, $3.98 — £1, an American exporter 
goods valued at £1,000 to England, draws a sterling draft for that 
und sells it to his banker, the banker then being able to sell a 
, draft for the same amount to the importer. The latter shipment 
goods is entered in the customs (and later recorded by the Bureau) as 
, $3,980 export. There is no entry other than the merchandise import and 
-xport since the movement of short-term banking funds is just canceled. 
The Balance of International Payments shows that, due to a depreciation 
f sterling, the United States has received goods valued at $4,000 in ex- 
range for the export of goods valued at $3,980. 

i) The fact that the unexplained portion of the residual item does not 
represent any significant figure but is rather an arbitrary, or chance, figure 
ising from the mistaken method pursued by the Bureau in compiling its 
f International Payments, has been sufficiently illustrated. When 
t of open account and commission exporting as well as the use 
rather than sight, bills in increasing the errors of the Bureau's 
s considered, it must be concluded that the residual item is pre- 
| from reaching astronomical magnitudes only through the fact that 
rather than a gross, figure, and a great part of the Bureau’s 

therefore canceled by other offsetting errors. 


III 


n the conclusion just stated, the third question is how to construct 
itive method of compiling the Balance, which will not suffer 
practical and theoretical invalidities discovered in the present 
his fortunately appears fairly simple. It should be apparent that 

lem presents itself where the prices of goods, and the bills drawn 

m, are expressed in the domestic currency. Where prices of 

| or imported goods are quoted in a foreign currency, and the bills 

nge are drawn in that currency, the Bureau must maintain the 

of such imports and exports, at least for the time being, in that 
reign currency. Suppose, for instance, that an American exporter shipped 
is to England at an exchange rate of $4.02 — £1, quoting their value as 
and drawing a sterling bill for that amount. A reverse transaction 
issumed in which an American importer receives a shipment 

t the exchange rate $4.00 — £1, value £1,000, and purchases a 

| for that amount. The two transactions balance at £1,000. If 
wishes to state this export and import in terms of dollars, it 

t at an average exchange rate, 7.e., $4.01 — £1, and record that 

| States exported goods to the value of $4,010 and imported 
the value of $4,010. This is obviously preferable to the figures: 

5 $4,020, U.S. Imports $4,000, which would be secured under 

t method of the Bureau. 
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There is, however, a difficulty involved in the suggested method of ¢). 
lection of the data. It is true that, if the Bureau follows the practice oj 
collecting data in foreign currencies for those transactions for which for. 
eign currency drafts are drawn, the credits and debits will always balance 
both in foreign currency figures and after the final conversion to dollar 
The final dollar values, however, though they will balance, will not nece:. 
sarily reflect the true value of these exports and imports unless the ex. 
change rate used for the final conversion is not only an average of the 
exchange rates obtaining throughout the year, but also a weighted averag, 
This difficulty could be surmounted if the Bureau arranged to have the 
customs data compiled, for its own purposes, in the currency in whic 
price was quoted and the draft drawn, and also arranged to have the ex. 
change rate certified by the Federal Reserve Bank of New York for thi 
date noted along with the foreign currency invoice value.“ This would 
permit the calculation of a weighted average exchange rate for the year 
to be employed at the end of the year in converting into dollars thos 
figures held in foreign currencies. 

This brief treatment does not, of course, attempt to consider all th 
problems with which the Bureau may be faced in following the suggested 
method of collection of the data. The use of finance bills, for example 
and three-cornered international transactions, may require special atteo- 
tion. The principle—that transactions in foreign currencies must be main: 
tained in foreign currencies and converted at a weighted average exchang: 
rate—nevertheless remains true throughout. 

G. W. McKINLEY 

Lehigh University 

“ The exchange rate could, of course, be determined equally well by reference t 
daily list of exchange rates circulated by the Customs Information Exchange 
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of col: PROFIT MAXIMIZATION UNDER MONOPOLISTIC 


ice of COMPETITION 

it theory nominally recognizes that the individual firm maximizes profits, not 
alance a tput adjustments alone, but also by determining price, the attributes of the 
dollars S oduct and selling effort. In this article the réle of product variation and the interrelations 
t neces- three variables are emphasized. Diagrammatics analogous to those customarily 
ie on price-output problems are developed and these are later employed to demonstrate 
the ex B nat the incidence of relevant technological innovations upon the quality of the product 


of the ¢ the firm are independent of abnormal profits or of monopolistic advantage. Finally, the 
verage fn nination of output, product and promotion is considered. Normally, the ex- 
mn rf 1 of every profit possibility until marginal costs and receipts were equated would 
n ted. Available funds may, however, be limited and certain policies may earn 
more intensively pursued. In this case certain profit possibilities must 
ver in favor of others, the marginal net return on working capital will vary 
nt employments, and as the amount of such funds available changes the manner 
nditure may differ markedly. 
preneurs must determine, inter alia, the price and output of their 
its specifications, and the amount and type of selling effort. The 
and illustrative diagrammatics of the entrepreneurial determination 
tput and price are familiar. Similar methods, developed below, are 
able to the problems of determining the optimum degree of dura- 
ind of other product attributes. The procedure used is shown to be 
nt to a consideration of the incidence of improved technology on 
nd quality. Finally, the joint determination of price, product,? and 
is attempted. In the following discussion it is assumed that the 
ts of immediate rivals are heterogeneous and are considered by 
mers to be close but not exact substitutes: they are ‘‘differentiated” one 
1other either because the product (or service) is tangibly different, 
se it has been made to seem so, or because of location. The time 
relevant to the considerations of this paper is not the long run, but 
rt period in which there is, however, sufficient time for some rather 
imental adjustments by entrepreneurs: the product of each firm is held 
papable of considerable modification, but the possibility of changing over 
to. a radically different type of product with altogether dissimilar uses and 
ttributes is excluded. The location of the enterprise is considered given, 
tribution facilities or delivery services may be modified. The reason- 
g throughout assumes that entrepreneurs desire profits, have perfect 
ige, and act rationally. 
firm has a less than infinitely elastic demand schedule, and one assumes that 
les will be equated, then a price decision simultaneously determines output 
rsa) and this theoretically comprises but one decision. 
throughout includes the material good plus all associated intangibles except 
g from promotion and the peculiar site of the place of sale. Thus “‘differentia- 
n or advertising is excluded: all other types are included. 
n’ throughout includes all selling effort, whether advertising or personal 
Although advertising is only a particular form of promotion it will be used 
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I 

The relationship of price, promotion, and product, as it might be viewe 
by management, is set forth in the schema in Figure 1. Management is see, 
constantly attempting to alter, in its favor, the balance between total re 
ceipts and costs. Output is assumed always to equal sales, and gross receipt; 
to be the product of price and sales. While promotion and product affe: 
total costs directly, they determine total receipts only indirectly via sales o 
price. 


Total Receipts 


Price 


Product Promotion 


+ + 
Sales 


Output 


+ 


Total Costs 


FIGURE 1 


Theoretically, the relationship between any two of the variables inc 
cated may be considered while the remainder are held temporarily constant 
Suppose the rate of expenditure on promotion to be increased and that thi 
increases the acceptance of the unchanged product by the public so tha 
demand is increased in the schedule sense and a higher price or greater sale 
can be realized. If the entire effect is upon price, both sales and outpu! 
costs will be unchanged; and the cost of promotion can readily be set against 
increased receipts. However, if price is unaltered, sales will increase anc pet 
unit costs will probably be changed; the additional advertising w ill then be 
of advantage to the firm only if there are increasing returns with augments: 
output sufficient to outweigh the cost of promotion. Whether the increaseé 
demand is exploited through sales or price will depend upon the magn 
tudes and slopes of the marginal costs and receipts curves. A further poss! 
bility is that management does not wish to increase either the price or salt 
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t prefers to change the specifications of the product so as exactly to offset 


reased market acceptance resulting from promotion and reduce its 


f production. This will be profitable if the savings in manufacturing 


rreater than the expense of the selling effort. 


he functional relationship of every connected pair of variables were 


etic 


the most profitable way in which any change in a specific variable 


cht work itself out on total costs and receipts could be calculated. In the 


r sections some of the relationships are considered. 


II 
are all familiar with the diagrammatics by which the effect of varia- 
yutput upon profits, via average receipts and costs, is demonstrated. 
ns in output change total costs and total receipts, but not com- 


surately, and it is this fact which makes the entire conventional ap- 


; necessary. Exactly this same procedure can be used to find the op- 
letermination of promotion or of the product. Instead of output we 
measure, probably along the X-axis, the number of full-page adver- 
; fun per unit of time, or some quality attribute of the product 
durability, economy of operation, etc.). 
; suppose that a concern is engaged in the production and distri- 
of silk hose. Promotion and also the quality and number of sizes 
been determined. This individual firm may superficially appear in 
brium if it has chanced upon the optimum price-output relationship. 


Let us further suppose, however, that it has been decided to make only one 


vailable; and, after market surveys, the optimum single color—flesh 
has been adopted. The question arises as to whether a different num- 

olor options would not prove more profitable. 
Figure 2 a hypothetical relationship between number of color options 
tal receipts (or price) and total costs (or per unit costs) is illustrated. 
| case of individual equilibrium with zero profits has been selected, 
ompetitive industry where the products of rival concerns are close 
tes, there is probably a tendency to approach, if not to arrive, at this 
The intersection of the marginal curves confirms OX as the 

m number of color options. 

more colors offered, the greater the probability that each individual 
mer will find exactly the color she wants for her ensemble. Hence, 
| likely prefer this brand to others and be willing to pay a premium 
In other words, the demand schedule for the hose of this firm will 
mply Professor Chamberlin’s tangency solution but in a different context. 
re, subject to essentially the same assumptions and limitations. As rival 
advertised goods are not perfect substitutes, and because all rival firms will not 
the same scale of plant and average cost curves, a final tangency solution for 


n equilibrium would seem to be accidental rather than necessary, although per- 
pproached. 
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be shifted to the right and upwards. This improved market acceptance cap 
be exploited in either of three ways: by charging higher prices, increasing 
sales, or reducing selling effort. We shall assume that the full effect oj 
changing the number of color options is countered by a price adjustment x 
that promotion, sales, and output remain constant irrespective of the dé 
gree of standardization. For each given number of color choices the expert 
must decide which colors will maximize the aggregate outlay the marke 


AND RECEIPTS 


COSTS 


TOTA! 


1U 


X 
COLOR OPTIONS 


FIGURE 2 


will make for the constant output sold.* If the output was 1,000,000 pais 
a year, the corporation could perhaps realize $500,000 with flesh pink 
$600,000 with flesh pink and rust, $670,000 with black, tan, and beig: 
etc. The offering of 100 instead of 99 color choices, however, will pro> 
ably be unnoticed by the market. Thus in Figure 2 the receipts curve tis 
at an ever-decreasing rate and terminates in an asymptote. On the cost sid¢ 


* This assumption, that the entrepreneur is able to determine the most profitable 
bination of colors for each different number of color options, is analogous with the sup 
sition that he is able to determine, for each given output, the optimum number and man 
of employment of the factors. 

*The realizable receipts will, of course, depend largely upon the prices of clos 


stitutes. 
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there is reason to suppose that, as the number of colors increases, total 
sts of producing the given output will increase at an increasing rate. As 
ales and output are assumed constant, the receipts and costs curves repre- 
ent either totals or averages. 

In this case the costs curve has been assumed convex from the x-axis 
the receipts curve concave. Had the reverse been assumed, there would 
e been no stable equilibrium adjustment. Had we assumed a cost curve 


A.C. - 1930 


A.R.- 1930 


A.R.- 1940 


! 
| 
| 
| 


X, 


INDEX OF QUALITY 


FIGURE 3 


ve from below, with marginal costs falling, there would be a deter- 
te solution only if the concavity of the receipts curve were more pro- 
III 
t will be the incidence of an improved technology on costs, prices 
products? We might suppose that because the cost of making a specific 
s reduced, prices will be reduced if competition is effective; or we 
rgue that a more acceptable product, and one which previously 
| have cost more to fabricate, will now be sold at the customary price 
For example, although technical progress has continued apace in the 
le industry during the last decade, the price of a certain repre- 
ar in the low-price field was almost identical in 1940 with that 
ceding analysis ignores the rare product change which does not affect both 
eipts in the same direction. 
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ten years before, the benefits of scientific invention for the consumer having 
taken the form of an improved rather than a less expensive automobik 
There has been controversy over whether this outcome is OWiNg to the 
allegedly monopolistic position of the largest units in the industry, as eyi- 
denced by a high rate of return on invested capital in certain cases, or 
whether this entrepreneurial reaction is also compatible with keen compe 
tition between rival producers. 

In Figure 3 variations in quality, expressed in terms of some “hedonic 
index,* are measured along the X-axis: aggregate receipts (or price) arc 
measured, together with aggregate costs (or average costs), on the Y-axis 
Output and sales are assumed equal and constant. And again, unfortunatel; 
all disturbing factors must be “impounded” in ceferts paribus. 

Hypothetical receipts and costs curves for Corporation X are shown for 
1930. The receipts curve is positively inclined, but, reflecting the decreas. 
ing marginal utility of additional quality, rises asymptotically. Aggregate 
costs will also certainly tend to increase with additional quality, but at firs 
the increase in costs will be moderate. As technical limits are reached, how- 
ever, each improvement (e.g., another mile per gallon without sacrificing 
other performance characteristics) will be realized only with increasing 
difficulty and cost. Profits are shown as being maximized with a qualit 
determination of OX.® 

Ten years later in 1940, after further invention and innovation, the 
consumer has modified his scale of values and now expects rather more for 
his money, and accordingly the price which the market will pay for a give 
quality has decreased. There is reason for supposing that this reductior 
will be greatest for the lower qualities. The market places a premium 
those quality features (e.g., sealed-beam headlights, column gear-shifts 
hydraulic drives, etc.) which are new or have not yet been universall) 
introduced.*® Mr. Jones is also eager to enjoy features formerly to be had 
only on the expensive car of Mr. Bucks. But previous improvements, such 
as safety glass, four-wheel brakes, and self-starters, are taken for granted 
and all cars have them. We can ignore the factor of styling because t! 
1940 fashions probably looked no better last year than the 1930 ones did 
then. So we assume that the receipts curve becomes lower and more postit 
in inclination in 1940 than it was in 1930. Compared with the cost 

Cf. A. T. Court's paper, “Hedonic Price Indexes with Automotive Examples, 
sented at a joint meeting of the American Statistical Association and the Econometric 
ciety in Detroit, Michigan, December 27, 1938. Perhaps this index might incluce ! 
per gallon, acceleration, retardation, maximum speed, ratio of sprung to unsprung wt 
oe The marginal curves are omitted to simplify the diagram. At OX the vertical a 
between the receipts and costs curves is at a maximum. 

* While all new models may have these features the majority of automobiles, ¥ 
are several years old at any given date, do not have them. 


Profit Maximization 


30, however, the cost curve in 1940 is also lower but probably Jess 
ively inclined. It is reasonable to suppose that there are diminishing 
returns in the solution of any problem, particularly after it has been fairly 
aitelie torily solved; and industrial invention is characteristically concerned, 
ith making simple things easier, but hard things less difficult. The 
edjustental (see Figure 3) shows that Corporation X has now selected 
OX, degree of quality, for this will realize maximum profits. 
clear from Figure 3 that, if a consumer representative were given 
entrepreneurial authority subject to the limitation that price must not be 
ess than cost, the quality determination in the 1940 case would again be 
OX, and the price and costs would be Oy, thus eliminating profits. The 
receipts curve is by definition an indifference curve for the consumer;” 
larly, if prices must equal costs, the costs curve becomes an indifference 
from the point of view of the corporation. The distance between the 
might be likened to a “surplus,” 7.e., cash profits for the corporation, 
the price exceeds Oy, or free utility for the consumers if the price falls 
f OY,. If we assume that the corporation always charges the maxi- 
that it can for each degree of quality, its determination of quality 
is of no consequence for the consumer. Injury to the consumer, in so 
it may exist, would seem to result from the fact that the corporation 
mmand a price in excess of costs for each several quality: this may be 
to peculiarly low costs or to limited rivalry in the industry. 
ptimum determination of quality will depend upon the ¢wist given 
irves by each new innovation and not upon the resulting mean change 
t vertical positions, although the latter will of course determine 
sts and profits, once the degree of quality is known. If we can 
the receipts curve to become more positive and the cost curve less 
then, irrespective of what happens to price, costs, and profits, 
al progress will result in increased quality of product. The new 
OY,) may be greater than, less than, or equal to the old price (OY). 
hether or not relevant technological advances result in an improved 
has nothing to do with the existence of monopoly elements, or 
nal profits or losses, but depends upon the twists given the receipts 
sts curves.’*? The product will be improved if the receipts curve be- 
more positively inclined relatively to the costs curve (or the latter 
tively inclined relatively to the former). For a change in quality it 
bination of price and quality is a matter of indifference to the consumer, 
1 be represented by a point on the receipts curve. The position of this curve 
based in large measure upon the valuation placed by the consumer on substi- 
nd the prices charged for them. A reduction in the price of a rival “make” 
receipts curve of Corporation X, particularly over the range of quality 
that of the competitor's product. 
ppens to price is another matter. For example, lessened competition might 
re receipts curve in 1940. Suck possibilities have been disregarded 
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is not necessary, as supposed above in the automobile case, that the change; 
in slopes be opposite in an absolute sense. The more general requirement 
is simply that the changes in slopes be relative. 


IV 


Finally, if the entrepreneur knows the relations of marginal costs and 
receipts to variations in (1) cutput and sales, (2) the quality of the prod 
uct, and (3) the extent and kind of selling effort, this knowledge must kk 
employed in the simultaneous determination of these three strategic var 
iables. 

As a general principle the entrepreneur will, ‘‘taking account of his ows 
means .. . push the investment of capital in his business in each several 
direction until what appears in his judgment to be the outer limit, 
margin, of profitableness is reached.’’!* To give concreteness, we can cor 
ceive of the management of an existing enterprise, controlling a certar 
fund of circulating capital, deciding in which of the three directions men- 
tioned above it will invest. Of course there are many alternative means by 
which these ends may be sought: there may be M ways of augmenting out- 
put, N ways of improving the product, and O ways of increasing promotion 
However, just as we do not usually bother about the less efficient ways in 
which the factors can be combined to give a certain output, so in this case 
are we concerned only with the most economical way of improving the 
product or of increasing promotion by a given amount." 

The marginal net return on an additional dollar of working capital in- 
vested to augment output (MNP,) can be readily calculated if the custo 
mary relations of marginal costs and receipts to changes in output and sales 
are known. The increase in output resulting from an additional dollar 
expended will be the reciprocal of the marginal cost at that output rang: 
and the value of this output will be given by the prevailing marginal 
revenue: for the investment to be profitable the increment of expenditure 
(or the cost of the last unit produced) must be recovered.’* If margin 
costs increase soon and rapidly, and the price elasticity of demand is ap 
proaching zero, the marginal output possible for each increment of expen¢! 
ture will be decreasing and the revenue from the extra output will be fall: 
ing: thus, in time, additional investment for output will no longer be t¢ 
coverable.*® 

In exactly the same way working capital may be expended to enhanc 
the acceptance of the product by altering its specifications. Given the rela 


"* Alfréd Marshall, Principles of Economics, 8th ed., Book V, iv, 4. 

‘In each case a longer run envelope curve is fitted to the subsidiary relationships 

* Symbolically, MNP. = (MRo/MC,)—1 where MR. and MC, are marginal costs a 
receipts for the appropriate output. It follows that MNP. is zero when MC, and MR. # 
equal. 

“Interest on the investment can be included as a cost. 
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anges Be f marginal costs and receipts to changes in the product," the marginal 
ement HP oct profit on investment to improve the product (MNP,) can be calcu- 
Similarly MNP,, the marginal net profit on investment in selling 
fort. can be ascertained. 
In Figure 4, MNP., MNP,, and MNP, (curves O, P, and S) are brought 
vether. The X-axis represents the rate of investment and the Y-axis the 
marginal net profit at different rates of expenditure.'* Profits are maxi- 
zed, for any given total expenditure, when the greatest possible net area 
tbove the X-axis is secured.’® If each marginal net profit is initially positive, 


+ 


“INVESTMENT ” 


FIGURE 4 


lines uninterruptedly, the optimum adjustment will necessitate that 

| be equal; and, if adequate capital is available, investment will be pushed 
ich direction until each marginal net profit is zero, at which point MC, 

| equal MR,, etc. It is very possible, however, that when the index of 
t (or of quality or promotion) is low, marginal costs may temporarily 

i marginal receipts: in this case the curve of MNP, (or of MNP, or 


e assumed known in Figure 2. 
Figure 4 we have, as it were, three parallel planes which are adjusted horizontally 
nt. (In many cases this adjustment will be such that all three marginal net 
incide at QQ’.) The actual investment in each direction is represented by the 
the origin of each plane on the left to QQ’: as investment is increased, the 
is slid past this line from right to left, the others remaining unchanged. 
these planes continue indefinitely to the right, but only the profitable ranges 
ziven substance by actual investment. 
ove and below the axis do not represent absolute surpluses and deficits but 
t losses in the sense that the position of the enterprise is improved or worsened 
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MNP.) would at first be negative, but later would rise to a maximum 
positive value and then commence to descend.”° In these instances a certain 
minimum investment, sufficient to cancel earlier losses, must be made before 
there can be net additions to profits, and adjustments will necessarily by 
discrete instead of continuous. Thus in Figure 4 we have supposed the 
firm to be in equilibrium when spending $700,000 for output, $300,090 
improving the product, and $1,000,000 for promotion. Had the total capital 
available for investment been only $700,000, this would all ‘1ave gone for 
output: investment in another direction would be unprofitable unless on ; 
scale sufficient to offset initial losses incidental to improving the product or 
undertaking selling effort. If various policies can prove profitable on| 
when supported by a certain minimum rate of expenditure (because the 
marginal net profit will otherwise be negative), then the availability t 
each firm of adequate surplus capital funds becomes important. 

It is recognized by the writer that these different curves are in practice 
interrelated and that any change in the determination of one variable ma 
change the positions of the other two curves. In the simple case here con- 
sidered the range of variation is of course far too great. For small changes 
in any one variable, however, this interdependence might frequently be 
ignored. Another difficulty is that the increased receipts resulting from an 
improvement in the product, or from promotion, may not arise from higher 
prices being charged but from increased sales—which in turn means 4 
change in output, unit costs, and price. Notwithstanding the many dift- 
culties, this theoretical procedure illustrates the logic of the entrepreneurial 
determination of output, product and promotion. It also indicates the limited 
réle which output adjustments may play in profit maximization under con 
ditions of monopolistic competition. 

STEPHEN ENKE 

Harvard University 

* It will cross the X-axis twice—-when MC equals MR—but only in the second as 
will the equilibrium be stable. See Curve S, Figure 4. 
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Certain 
before 
sed the In Value and Capital,’ Professor Hicks has put forward a novel explanation 
00.00 ney interest. A demand for money in terms of securities, hence discount 
 @ oney interest, are possible only because money and securities are imper- 
capital HP ;..; substitutes for each other. Professor Hicks proposes to explain money inter- 
one for est by showing what fundamental factor prevents securities from becoming 
SS ON a ¢ substitutes for money. 
securities are inferior to money on account of default risk; but this 
t be fundamental, since even “perfectly safe’’ securities can stand at a 
count, A second inferiority is the risk of change of capital value of securities 
use the e to the uncertainty of the rate of discount during their currency. This cannot 
vility to be fundamental, either, since it would be circular to explain the existence of 
nt solely by the uncertainty of its extent.2 Money interest cannot, then, be 
itely explained by risk. To find the fundamental factor, Professor Hicks 
‘dingly examines® the reason for the imperfect substitutability of a security 
both these secondary inferiorities, namely, one that is (1) “‘perfectly 
TE Con: safe,” (2) “perfectly short” (7.e., so short that the rate of interest cannot change 
changes during its currency) .* 
ntly be He —«sUnless there be some factor not yet mentioned, there would be no obstacle to 
t people from investing all their surplus funds in such securities, so long 
offered any interest whatever. Professor Hicks claims that if this were 
vould prove that such securities were a perfect substitute for money, so 
leans 4 that they could not stand at a discount. But since all payments are made in 
ry diff ney, a separate, troublesome transaction is necessary to invest the money one 
neural fa! s in securities. It is this trouble of investment which, under the assump- 
nade, constitutes the only conceivable obstacle preventing people from 
ng all their (surplus) money in securities; it must thus be the funda- 
reason for the imperfect substitutability of securities for money; hence, 
existence of money interest.® Except for this trouble, interest must vanish. 
fessor Hicks does not consider this explanation wholly satisfactory. If 
ts were made, not in money, but in the securities defined above, their 
ition would involve no trouble of investment. The reason that payments 
t so made must then be the genuinely ultimate reason for the inferiority 
e securities and for money interest. Professor Hicks gives as explanation 
securities are perfectly safe, yet, unlike money, not completely free 
the suspicion of default risk and therefore not generally acceptable. That 


these securities are completely trusted by some but, unlike money, not 
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Professor Hicks’s Theory of Money Interest 


duct or 
le only 


practice 
may 


rom an 
higher 


limited 
ler con 


ford University Press, 1939. Especially chapters XIII and XIX. 
Professor Hicks’s interpretation of Mr. Keynes’s Theory. The accusation of 
s repeated by Kaldor, “The Theory of Speculation,” Rev. of Ec. Stud., Feb., 
Keynes, however, never claimed that in the absence of liquidity preference 
sk of change of interest rates—-the demand for money, hence interest, would 
ther; he merely believes that both would be much lower than they are. 
t., p. 164 Seq. 
of Professor Hicks’s model, markets are open only once a “week,” on ‘‘Mon- 
1 the currency of these securities is from one “Monday” to the next. 
e of interest at any time must equal the trouble of investment to the marginal 
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by all members of the community. Those who do trust a person’s securities com. 
pletely may not be those to whom he has to pay. To the latter he cannot in that 
case pay bills, but must pay money. Thus it is impossible, in general, to sub. 
stitute money payments by payments in securities, and so to avoid the troubk 
of investing 1n securities. 

The fundamental factors, therefore, preventing perfectly safe and short se 
curities from being perfect substitutes for money, thus making money interest 
possible, are: first, the trouble of investment; but ultimately, the incomplete 
absence of default risk, from which even “perfectly safe” securities suffer. 

I submit that Professor Hicks is mistaken and that neither of these factors js 
fundamental. To demonstrate this, it is necessary to reéxamine their effect on the 
substitutability of these securities for money in both its principal functions, gus 
store of value, and gua medium of exchange. 

Take, first, the (practical)® disappearance of the trouble of investment. This 
would, indeed, make these securities perfect substitutes for money qua store of 
value. But gva medium of exchange, money would still be superior to, hence 
demanded in terms of, securities; for the function of means of payment depends 
merely on general acceptability and has obviously no connection with the trouble 
of investment. With Professor Hicks, too, it is at first sight only the demand 
for surplus money, 7.e., for money gua store of value, which is affected by the 
disappearance of the trouble of investment. Now as long as money is at all 
demanded in terms of securities, interest is possible; why then his claim that 
in the absence of this trouble interest must necessarily be nil (except for some 
thing to overcome the indifference as to holding money or securities) ? 

The reason for the mistake is revealed, it seems, in his analysis of the demand 
for money.’ It is there implied that the disappearance of the trouble of invest. 
ment would suffice to destroy the demand for money altogether. For all money 
received would then be spent or invested /iterally at once, so that, apparently 
there would at no point of time be any holding of, or any demand for, mone; 
There being no demand for money, there could obviously be no interest. 

Professor Hicks appears to see no absurdity in transactions that are perfectly 
timeless, nor in the continued existence of a money the demand for which is nil 
Perhaps, however, he has been misled by his model. For he seems to identify “n 
demand for money” with “no demand for money during the ‘week.’ ’’* The two, 
of course, are not identical; during business huurs on “Monday” the demand 
for money would still exist, and it is this demand which matters. It would con 
tinue to exist, because the use of money, of whatever kind, gua medium oi 
exchange is by itself sufficient to compel those using it to hold it after receipt 
for a certain time, at least for the time necessary to decide its future use and t 


*{t cannot become zero, or infinitely small, since every transaction must at ! 
cost (finite) time. But it might fall below the minimum sensibile and become (fiunitels 
negligible. The substitution of “negligible” for “zero’’ trouble of investment can in no wai 
affect Professor Hicks’s theory. 

"Op. cit. ch. XIX, p. 240, esp. §2. 

°C}. p. 240: “Then . . . his demand for money will be nil. All the money he rece 
will be paid out again at once; he will need to keep over from one week to anotht 
no money balance at all to finance his transactions.” The only difference between * 
actual world and one without a trouble of investment would be that in the latter, apa! 
from a higher velocity of circulation, there would necessarily be some people whi 
close of business would be left with money they did not want to hold; while this 
but need not, happen today. 
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‘ry out this decision by physical or book transfer. This time may be very 
short: but it must always remain finite, since nothing can be timeless. 
Consequently, so long as money retains, over securities, its superiority qua 
dium of exchange, the disappearance of the trouble of investment cannot 
lestroy the demand for it, nor, therefore, the possibility of money interest.® 
It is now necessary to re-consider the influence of Professor Hicks’s second 
ultimate reason for the imperfect substitutability of securities for money, 
ely, incomplete absence of default risk. It may be remarked that in this way 
rofessor Hicks returns, albeit in a roundabout manner, to the precise view he 
set out to disprove: that the ultimate explanation of interest is risk. 
Is his claim justified, that a security which all members of the community 
regard as completely free of default risk, would be a perfect substitute for money 
medium of exchange? It would seem that this alone would not be sufficient; 
here is a further difference between money and perfectly safe and short secur- 
ties. Money is essentially present purchasing power; securities—even “perfectly 
ones (one ‘“week’s’’ bills)—are essentially future purchasing power. This 
s because there is at least one person in the community, the issuer, who has 
ared that he will not pay the securities before maturity, which is the same 
g as to say that he will not accept them in settlement of present debts or in 
yment for present goods. Therefore, to any payee who does not wish to post- 
his purchases,?° these securities, even if completely free of default risk, 
re inferior to money. It is thus time preference which turns out to be the funda- 
ntal cause of the imperfect substitutability of securities for money, hence of 
money interest. 
This result, of course, is anything but surprising. It was strange that time 
nreference should have been so completely eliminated from the determination 
ney interest (and substituted for, in a roundabout way, by risk) .** This 
foes not, however, affect the obvious truth of Professor Hicks’s contention— 
he regards as the most important result of his analysis of money interest— 
money and securities are close substitutes. Only that this is due, not to the 
lifference in risk between them, but to the small difference in date. 
ALEXANDER KAFKA 
de Janeiro 


‘here is no reason why interest should in general be lower than today, merely be- 
re is no trouble of investment. For any given value of transactions, the demand 
(£) would be lower (higher) than today. But in time prices or the stock of 
must become adapted to the permanently higher velocity of circulation, thus 
ng interest up again. 
[he minimum conceivable time for which a holder of securities must postpone ex- 
after having obtained the security is the minimum time taken for one trans- 
that of getting the security repaid or rediscounted. 
legitimate to substitute risk for time-preference in the explanation of the 
mination of the difference between rates on securities of various durations; for the 
t provides possibilities of substituting the choice between different amounts of 
ting’’ by the choice between different amounts of risk—the difference between the 
t obtaining invested funds back again in the future by means of short investments, 
is of the rediscount of a longer one. But there is obviously (cf. fn. 10) no such 
f substitution with regard to the choice of ‘waiting’ for the minimum con- 
riod of investment, once one has acquired a security, and of taking money. 
this reason that the difference in value between money and securities cannot be 
‘plained by risk, but must also be explained by time preference. 
terms of Professor Hicks’s example (p. 167) the difference between money and 
is not that between wheat of different quality but between wheat of different date. 
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Wage Increases and Employment 


In recent literature there has been considerable discussion about the possibility 
of increasing employment through raising wages. The discussion of this topic 
generally stems from one of two sources: (1) general business cycle analysis 
or (2) partial equilibrium analysis. General business cycle analysis has shown 
that it is at least conceivable that an increase in wages in a large section of the 
economy should lead to a greater total volume of expenditures and therefore to 
increased employment. In partial equilibrium analysis it has been more difficul: 
to find such possibilities, since it is generally assumed there that the demand 
curve for the product is independent of the wage rate. It has been shown, how. 
ever, that one such possibility exists if the market for labor is monopsonistic 

A recent issue of the American Economic Review contains an attempt by Mr 
Mikesell? to lay down conditions under which a wage increase might lead to 
more employment even if the market for labor is perfectly competitive, provided 
that the market for the product is monopolistic. Beginning with the correct state 
ment that in equilibrium the marginal net value productivity of labor mus 
equal the wage rate, Mr. Mikesell goes on to identify this productivity curve 
with the demand curve for labor. He then tries to find conditions under which 
the productivity curve will be positively sloping, and assumes that the demand 
curve for labor will therefore also be positively sloping. Unfortunately for his 
thesis, however, the productivity curve is identical with the demand curve only 
if the former is negatively sloping, but not if it is positively sloping. In any 
equilibrium position the productivity curve cannot be positively sloping. Mr 
Mikesell makes the fundamental mistake of relying only on the first order 
equilibrium conditions which are valid both for minimum and maximum points 
of profits, and he fails to take into account the second-order stability condition 
that are necessary to insure maximum rather than minimum returns. This error 
warrants some detailed attention, since it serves as a striking illustration of the 
fact that the laws of the working of any equilibrium system cannot be deduced 
unless the second-order stability conditions are known. 

For the sake of simplicity I shall confine myself, as does Mr. Mikesell, to the 
case where the firm produces only one product, the output of which is a function 
only of the number of laborers employed. It can easily be shown, however, that 
the results hold also in the more generalized case where the firm produces many 
products with the aid of many productive services. 

Assume that the output ¢ is a function f (L) of the number of laborers, the 
other variable agents varying in proportion to the number of laborers employed 
The net revenue for the firm is therefore 


1) V = pg — wl — AL, 


where p is the price of the product, g the output, w the wage rate, L the number 
of laborers, and the constant & is the additional cost of the variable agents other 
than labor which must be added with each additional laborer employed. The 
demand function is given by the equation 
2) p = pq). 
It is assumed that the firm attempts to maximize its net revenue. The firs! 
' Joan Robinson, The Economics of Imperfect Competition, Macmillan, 1938, chapter 2 


? Raymond F. Mikesell, “The Possibility of a Positively Sloping Demand Curve to! 
Labor,” Am. Econ. Rev., vol. 30, Dec., 1940, pp. 829-832. 
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-der condition for profits to be a maximum is that the derivative of profits with 
t to employment shall be equal to zero. 

iV d d 

» = “4 O. 

dL dq aL 
This is the well-known condition that in equilibrium the marginal net value 
oroductivity of labor must equal its wage rate. 
' This condition, however, is true not only when profits are a maximum but 
also when they are a minimum. To insure that profits will be a maximum re- 
quires an additional condition, namely, that employment must be such that 
orofits will decrease for any small increase in employment. For if profits were 
‘o increase with a larger volume of employment, it would obviously pay to con- 
tinue hiring laborers, and the original situation could in no sense be considered 
an equilibrium situation. Mathematically, this second-order stability condition 
r maximum profits is: 


dV da | d(pq) ap dq 
diz dqg| dq dL | aL 


Mr. Mikesell argues that if the opposite sign holds, the demand curve for 

r will be positively sloping. But this is just the condition that cannot be 

filled in any equilibrium position. for if the reverse inequality holds, the 

lucer is obviously minimizing rather than maximizing his returns. If the 
mi | net value productivity curve is positively sloping, it cannot be con- 
dered a demand curve for labor. 

The error in Mr. Mikesell’s reasoning can easily be seen without the use of 
any mathematical formulae. Since the wage increase serves only to increase the 
marginal cost, but by assumption leaves the demand for the product unaffected, 
t is clear that any rise in employment which might be profitable after the wage 

rease would have been even more profitable before the wage increase, and 
would therefore have already taken place. If with the given wage rate it is not 
profitable to increase employment, it will certainly not be profitable to expand it 
ifter the wage rate is raised. Obviously the reason it is not profitable to increase 
mployment at the given wage rate must be that an additional laborer would add 
ess than the wage to the total revenue, /.e., that the marginal net value produc- 
tivity of labor decreases as employment rises. It can not therefore be profitable 
expand employment when the wage rate is increased. 

Perhaps this error would not require so much attention if it were not fairly 


O. 


to 


ate will increase a monopolist’s demand for labor if the demand for his 
t becomes sufficiently more elastic as prices decline and output expands. 

5 he writes: 
lt hourly rates {are} raised, the monopolist is faced with the problem 
t redetermining his output. . . . If the demand for the product is of pro- 
gressively greater elasticity along its lower reaches, the net income to be de- 
1 from the sale of the bigger output will be greater than the net income 
be obtained from the smaller output. . . . Under [these} conditions the pro- 
im of raising wages . . . will increase a monopolist’s output and employ- 


nd also reduce his price” (p. 552). 
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the American Economic Review of September, 1939, Mr. Sidney C. Sufrin 
a have made the same mistake. He there argues that an increase in the 
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Mr. Sufrin fails to see that if the bigger output is more profitable after th 
wage increase, it must have been all the more so before the wage increase. 

The same mistake of neglecting the second-order stability conditions appea: 
also to have been made by Professor Zeuthen in one part of his Problem; 
Mono poly and Economic W arfare.* Sufrin assumes an inital situation in w'vich the 
monopolist produces too little; in Zeuthen’s case he produces too much. 

Assuming that the firm attempts to maximize its net revenue V, it is clex 
that an increase in the wage rate cannot possibly lead to an increase in em 


dV 
ployment unless the marginal net revenue for the previous equilibrium lev. 


aL 


of employment rises as a result of the wage increase. In the case treated by Joa 
Robinson the increase in the wage rate actually represents a decline in the 
marginal cost of production. This is possible in a monopsonistic market for labor 
if the new supply curve of labor to the firm is sufficiently more elastic than the 
old. Under such circumstances a rise in the wage rate leads to an increas 
in the marginal net revenue and, therefore, to an increase in employment. 

Another such possibility exists when the demand curve for the firm’s product 
is itself an increasing function of the income of its employees, so that the 
marginal net value productivity of labor corresponding to any given level oj 
employment is a function of the wage rate. In this case, even though the mar 
ginal cost of production may rise as a result of the wage increase, if the margina 
net value productivity rises even more, the volume of employment will increase 
Assuming that the laborers spend only a fraction of any increase in their income 
upon the output of this firm, such a result is possible oniy if an increase in 
their income leads to a sufficient rise in their income elasticity and/or price 
elasticity of demand. 

A third possibility presents itself in those cases where the firm has to operate 
under a limited budget. Just as the consumer who comes to the market with : 
limited budget may have a positively sloping demand curve for some consump 
tion goods, so the producer who is forced to operate with a limited budget may 
conceivably have a positively sloping demand curve for labor. This would be 


the quantity demanded declined as the producer’s total expenditures increased 
In this case a rise in the wage rate might leave the producer with insufficient funds 
to invest profitably in capital equipment, so that he would hire additional labor 
instead. 
Jacos L. Mosax 
Cowles Commission 
University of Chicago 


The Concept of Linear Total Cost-Output Regressions 


The examination of cost-output relationship has been developing with 4 
increasing intensity and complexity within the last decade. The similarity 0! 
both the general approach and the final conclusions of these studies is quit 
striking in as much as their sources are so widely different. Total cost and tot 
output statistics rather than the average or marginal elements are the data us. 


* Routledge, London, 1930, pp. 127-29. 
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true, however, only if labor were an “inferior’’ productive service, for whic 
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ralyzed.t The findings are almost universally linear total cost-output rela- 

hips, and therefore marginal costs derived from such linear functions are 

rally constant over the observed range of output. The problem of the 

ty of these conclusions splits up into two parts. First, are the data reliable 

sh to yield a correct function, and second, is the linear function both the 
ossible and the only regression which will fit the data? 

us phir ge may be made to the total cost data given in these studies. 

ple, the statistical data are always dynamic, and the static conditions 

noni theory can never be fulfilled. Also the data are rough due to the 

refined short-period accounting. The failure of the cost incurred within 

period to correspond to the output of that period is another serious prob- 

e time-lag procedure is always in some degree incorrect even under 

st favorable circumstances. Likewise, if joint products are made, any 

the relationship of these products renders an accurate measurement of 

difficult. Depreciation itself is vague and almost meaningless in 

these studies. No satisfactory division into time and use depreciation 

- and the assumption of constant depreciation itself is a factor contribut- 

} the creation of constant marginal cost. Finally, a small variation of out- 


Actual statistical studies in this field have been made by accountants, economists, 
and entrepreneurs. Many of these have either assumed linearity of total cost or 
vestigated the possibility of using curvilinear functions. For example, in the 
J}. H. Williams, ““A Technique for the Chief Executive,” Bulletins of Taylor 
ty VII (1922), maximum and minimum costs are sought and connected by a Ilne 
then represents total cost. Likewise the study by Floyd F. Hovey, ‘Present Cost 
Graphically,” Factory and Industrial Management, vol. 81 (1931), pp. 599-601, 
hyperbolic graph paper in determining the relationship between unit costs and 
nging volume of production. Similar disregard for curvilinear total cost regressions, 
rreater exploration as to the factors involved in the cost of production at varying 
itput is made by Walter Rautenstrauch in his article, “The Economic Character- 
e Manufacturing Industries,” Mechanical Engineering, Nov., 1932, pp. 759- 
3ates in “Actual Examples of the Advantageous Use of Operating Budgets,” 
of the National Association of Cost Accountants, 1923, has similarly treated 
his statistical examples. In Germany K. Rummel and O. Cromberg, Die Pro- 
der Kosten als Grundlage fiir die Betriebskostenrechnung, mimeographed, 
tscher Eisenhiittenleute, Dusseldorf, 1931, have started with the assumption of 

1 then, on little statistical basis, justified their assumption. 
most technical and scientific studies in cost have been made by Joel Dean. 
udy, Statistical Determination of Costs with Special Reference to Marginal 
of Chicago Press, 1936, he attempts to fit other data to the total cost data, 
t he feels is less success than linear regressions. In this work also is con- 
rvey of the previous literature in this field. In a work about to be published, 
Related to Output: An Experimental Study of a Leather Belt Shop, mimeo- 
Dr. Dean tests the linearity of his total cost regressions by a probability measure. 
n done also by R. T. Livingston in his article, “Control of Operating Ex- 
inical Engineering, vol. 54 (1932), pp. 711-717. T. O. Yntema has pre- 
pressive study, United States Steel Corporation; TNEC papers, United States 
vol. 1, Pamph. no. 6 (1940). In this there are some grounds for the linearity 
Likewise Ehrke in the momentous study, Die Uberproduktion in der Zement- 
Jena, 1933, pp. 275-310, does not present statistical proof but does give the 
e consideration. Hildebrand treats several manufacturing industries (in 
litik auf mathematischer Grundlage,” Technik & Wirtschaft, Jahrg. 24, 1931.) 
st whether linearity does actually exist, and he feels that the proof for such 

te strong. 
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put gives an inadequate range of observation, but an adequate range may often 
contain a trend. 

In addition to all these objections there still remains the problem as t 
whether a linear regression is the only line of best fit. In the majority of thes 
studies no statistical test is employed, and in a few the investigator is con. 
tent to show that the scatter of means of regression line may be accounted fo 
in the light of the standard deviation of the individual arrays. In other word 
the scatter of the means may be —— by the probable error around the regres. 
sion line. This test is not entirely satisfactory since it might be quite possible 
to have an infinite number of curves within a given probable error estimate. The 
purpose of this note is to demonstrate that consilielable variation may occur 
in the marginal cost curve without causing the total cost function to depar 
widely from apparent linearity. 

For example, in a given output range from 0 to 150 a U-shaped marginal cos 
curve with about 38 per cent variation could be described by the parabol: 
x? 

a x + 135 = y; where x equals output and y equals marginal cos 


The total cost curve would naturally be the integral of this function, i. 
x3 x? 
— — — + 135 x + C = Y, where Y equals total cost. In Figure 1 the para 
450 2 


bolic equation is —_ with cost on the vertical axis and output on the hori- 
zontal axis. The dotted line is the average cost curve. This curve does not take 
into account any fixed cost. Likewise in plotting Figure 2 the constant C is omitted 
since the assumption of fixed cost merely alters the height and not the slope of 
the total cost function. Individual points rather than a continuous line ae 
shown for the total cost function. For output quantities greater than 150, tota 
cost would rise at a continually increasing rate. 
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If empirical cost studies are reconsidered for the moment, it can be se 
that the above theoretical example exceeds the usual range of output. A usw 
output variation expressed in index numbers would be about from 40 to 13° 
Consideration of this shorter range of output in the above model would git 
about 23 per cent variation in marginal cost, and now total costs would seem p™ 
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ically linear. The theoretical scheme does not represent any scatter or “error,” but 
the empirical studies natually possess scatter for each degree of output. This being 
the case, it would be almost impossible to ascertain what particular regression 
st might be suitable. The difference between the above total cost curve and a 
inear total cost curve would certainly be obliterated by the roughness of the 
jata. In other words slight deviations in the regression are important, but em- 
pirical data can give only regressions. 
' The degree of linearity of the total cost functions integrated from second 
degree parabolic marginal cost curves could be calculated by three determinants: 

|. Range of marginal cost variation, 

Range of output variation, 

Deviation of minimum marginal cost from the midpoint of the output 

range. 
2 and 3 are constant, then the greater the variation in marginal cost, the 
s linear total costs will be. If 1 and 3 are constant, the smaller the range of 
put, the less linear will be total costs. Finally, if 1 and 2 are constant, then 
e nearer the minimum point of the parabola (7.e., marginal cost minimum) is to 
e midpoint of the range, the !ess linear will be total costs. 

RICHARD RUGGLES 


larvard University 


Note on Constant Marginal Cost 


Two papers presented at the Round Table on Cost Functions at the De- 
mber, 1939, meeting of the American Economic Association dealt in part 
vith the behavior of marginal cost in industrial case-studies. The following sug- 
stive points from these papers were among those published in the summaries 
the Proceedings for March, 1940: 
‘Jor. DEAN: Six case-studies of short-run cost were summarized. . . . The- 
| analysis usually posits rising marginal cost over the relevant output 
range, yet no aie: of rising marginal cost within the range of actual opera- 
tion was found. .. .” 
RoswELL H. WHITMAN: The total store variable cost function . . . has 
tant marginal costs within the normal range of output. . . .” 
GEORGE J. STIGLER: The statistical cost curves presented by Dean and Whit- 
man seem somewhat in conflict with our expectations, based as they are in large 
ton the classic law of diminishing returns.” 
he speakers appear to suspect the validity of constant marginal cost curves 
s of diminishing physical returns. Two points should be made in criti- 
t such a viewpoint. In the first place, proof of the presence of diminishing, 
‘ner than of increasing or of proportional, physical returns is lacking.? In 
- second place, it is incorrect to assume, despite the position taken by some 
ists, that constant marginal costs can appear ole in the stage of pro- 
nal returns. 
reasing, proportional, and diminishing returns conveniently may be defined 
terms of the behavior of the average output of the variable factor of produc- 


Econ. Rev., Suppl., vol. 30, Mar., 1940, pp. 400-401. 

ed, in a previous study by Dr. Dean in which the presence of constant marginal 
was claimed, examination of the production data given suggests the presence 

ing, and not of diminishing, average returns. See Joel Dean, Statistical Determina- 
i's, with Special Reference to Marginal Costs, Univ. of Chicago Press, 1936. 
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tion. It is commonly assumed that the marginal product will be a variable in the 
first and third cases, but it also is possible that the marginal product will be , 
constant in any one of the three possibilities. Since the latter situation apparently 
is not clearly understood, it would be well to clarify the point. 

The behavior of marginal product and so of marginal cost in the stage 
of proportional physical returns is weil known, since both marginal serie 
are constants due to the fact that total output increases in step with the input 
doses utilized. Consider next the case of increasing average returns. Here the out 
put per unit of the variable input-factor must be expanding by definition as more 
units of the factor are utilized, but if average output expands asymptotically the 
marginal product may be a constant. In this event marginal cost also would be ; 
constant, if the price per unit of the variable factor of production is fixed 
(the usual assumption) . In the same way, diminishing average returns exist where 
the output per unit of the variable input-factor declines as more units of 
the factor are utilized; but if this average output declines asymptotically the 
marginal product and marginal cost curves become straight lines. 

These conditions are illustrated in Figure 1. Physical output is plotted agains 
the relevant doses of the variable input-factor in each example,® and in each 
case a portion of the total output curve has been drawn as a straight line X } 
Both marginal product and marginal cost wiil be constants for the output region 
from X to Y. 
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Fic. 1. Total Physical Output with Constant Marginal Product from X to Y in Proportion 
Increasing, and Diminishing Average Returns. 


The point at which the stage of diminishing average returns begins in each ex 
ample may be determined by inspection if a straight-edge is placed on the ab 
scissa (Output axis) and is rotated, with the zero point as a pivot, until it firs 
becomes tangent to the total output curve. In case A, the straight-edge will bx 
tangent to all points between X and Y simultaneously, which shows that thi 
range of output composes the stage of proportional returns. In other words, 4 
erage output here is a constant, and an extension of the straight segment of the 
output curve (broken section) to the abscissa will cut this axis at zero output 

In case B, the point of tangency is at Y, so that all points to the left of } 
are in the stage of increasing average returns where the average output 1s a" 
increasing series. The extension of the straight segment cuts the abscissa at nege- 
tive values of output. Thus constant marginal output and constant marginal cos 
would be found between X and Y in a stage of increasing returns. In case ' 


Wr 


* Contrary to the customary way of drawing productivity curves output is here s! 
along the abscissa and input along the ordinate. This reversal from tradition seems preit! 
able in view of the analogous use of the codrdinates in cost and demand analysis 
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he other hand, X is the point of tangency and all output points shown there- 
er are in the stage of diminishing average returns with declining average out- 
nut. The extension of the straight segment cuts the abscissa at positive values 
f output, and constant marginal product and cost between X and Y would 
pear in diminishing returns. 
“In view of these possibilities, it should occasion no surprise if constant mar- 
ginal costs actually are found in cases of increasing or of diminishing average 
ns, as well as in those of proportional returns. The traditional curve of in- 
sing marginal costs in the stage of diminishing average returns is not the 
y form that may be exhibited by these costs. Indeed, there seems to be no 
j reason to expect to find one form rather than another in the analysis 
ta from real life. 
interesting consequence of the possibility of constant marginal costs 
the “usual” output range may be noted in connection with some of the labored 
xplanations of rigid prices presented for depression periods. Many examples of 
xible prices may prove to be simple cases of nearly constant marginal costs 
mbined with demand and marginal revenue curves which are shifted sharply to 
e left without noticeable change in elasticity by depression conditions. Thus 
prices might not be reduced even with marked declines in physical production, 
nce the best adjustment of marginal revenue to marginal cost might be found 
price scarcely different from that which obtained under full production. 
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OUTPUT 
Fic. 2. Cost and Revenue Curves for Rigid Prices. 


This point is illustrated by Figure 2. Constant marginal cost is represented 
y MC, while U is the curve of full average cost of production per unit. When 
nd and marginal revenue are as shown by D and MR respectively, OO 

‘he quantity produced and sold at price OP. Net profit per unit is ab and 
net profit is (4b) (OQ). If demand and marginal revenue are shifted to 

x’ as a result of depression conditions, the quantity produced is OQ’ 


june ‘1 
the 
be a 
ently 
tape 
Cries 
put 
out 
nore 
xed 
5 of 
} 
/ D D 
| 
! » 
\\ MR MR 
\ 
C 
ex | \ ' 
\ \ 
\ 
\ \ ' 
\ 
Q x 


338 Communications [June 


but the price remains at OP. Net profits have been changed into losses, however 
for the loss per unit sold now is #b’ and the total loss is (4b’) (O0"). Losses 
can be transformed into profits when improved business conditions shift py 
once more to the right of U, or when reductions in fixed charges bring U below 
D’. 
R. H. ROWNTREE 
Ohio State University 


100 Per Cent Reserves: Comment 


The issue of the Review of June, 1940, contained articles by Professors Harry 
Gunnison Brown and Rollin G. Thomas on the proposal for 100 per cent cash 
reserves against the demand deposits of banks. Professor Brown’s article seems to 
me to be sheer casuistry. The contentions of Professor Thomas are weightier but 
they apply only against those advocates of 100 per cent reserves whose en 
thusiasm has outrun their discretion. Professor Thomas’ own enthusiasm in 
aspersing the proposal has led him into some counter-extravagances of statement 
' | write this note, therefore, in the hope of defining the issue more clearly, both 
by refuting what Professor Brown asserts and by showing the bearing of the 
valid part of Professor Thomas’ criticism.’ 

Professor Brown is concerned to exonerate the banks from the charge of lend 
ing what they do not have. Banks, he says, do not lend except as intermediarie 
or agents for the depositors. The latter are the real lenders. To make his point 
however, he assumes that banks start by lending, in the aggregate, several times 
as much money as they have on hand. (He does not say how this can be don: 
without an ad hoc creation of money.) He then goes on to show that, thereafter 
the banks may act only as intermediaries. But, in the inception of the process, 
the banks are clearly acting as principals, and the process is frequently repeated 
ab ovo though not on the scale that Professor Brown assumes for its beginning 

An ordinary loan is an exchange of a present asset for a promise. A bank loan 
made in the form of a deposit credit is, on the other hand, merely an exchange 
of one promise for another. The volume of loans of the former type has a maxi: 
mum limit in currently available assets; the volume of loans of the latter typ: 


‘In the March, 1941 issue of the Review, Mr. Benjamin Higgins has mad 
“Comments on 100 Per Cent Money” which are based on the articles by Brown and 
Thomas. This note was written before the appearance of Mr. Higgins’ comments 


editors of the Review suggested to me that I might like to modify my remarks in the that the 
occasion, 1 


light of what Mr. Higgins had said. It seems best, however, to let them stand as wr 
While the bias, if any, of the two notes is different, there is practical agreement between 
Mr. Higgins and myself in those parts of our remarks which touch on common topic 
This agreement, independently attained, must carry more conviction than if it had ansa 
out of Mr. Higgins’ persuasiveness. 

I would merely add that under some versions, at least, of the 100 per cent reservt 
plan, new issues of purchasing power are not, as Mr. Higgins seems to suppose, PX 
cluded. They would, however, be made only by the central monetary authority and nevet 
by member banks. Contractions would be accomplished under the same authority. The novo 
is that aberrations in the more or less uncontrollable velocity of money would b 
pensated by appropriate and adequate changes in its volume. This would perhaps not wo" 
smcothly but it would work. Mr. Higgins is right, however, in suggesting that, with money 
of the traditional type, we must choose between an unstable automaticity and 4 
of potential stability under fallible administrative discretion. The 100 per cent! 
proposal, in itself, does not alter this situation. 
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; no inherent limit since mutual promises can be indefinitely multiplied. It 
e willingness of the public to accept bank promises as money, without, in 
mass, ever calling for their redemption, that permits the manufacture of 


- by the banks. This gives a color of validity to the allegation that it is the 


slic that, without interest, is lending the banks the money, or its equivalent 
coods, but the contention does not touch the real issue. An assetless issuer 
it bank notes might, after the notes had spent some time in circulation, 

ive many of them back on deposit, or, as Professor Brown would have it, 
in from the depositors. The issuer might then re-lend them (as agent, 

- likes, of the depositors) and could do a very profitable and permanent 


aati on the original output, though the issuer would be unlikely to be so 
P & y 


money on partial reserves. The steady tendency toward local monopolies in 


nodest as to refrain from increasing it. In any event the depositors could not 


lent the notes to the bank if the bank had not first issued them. Demand 


ave ic 


eposits offer the same facilities to a modern bank as the private issue of notes 


lid to its forbears and it is to the private issue of money that the adherents 


2 100 per cent reserve requirement are opposed. This is the reason why, in 
essor Brown’s language, 100 is a ‘sacred number.” One hundred per cent 


eserves will stop the private manufacture of money and nothing short of this 


1 Serve. 
true that, in the past, banks have been impelled by competition to dif- 
1 free services to their customers part of their gains from the issue of 


king is, however, operating to render this diffusion less likely in the future. 

in any case, made possible by a subtle form of subsidization to which 

sor Brown professes to be in general opposed and there is a strong pos- 

y that, without a 100 per cent reserve requirement, we shall continue to 

y the subsidy without getting the services. This is, in fact, what is now 

pening in the development of charges on checking accounts. 

ssor Brown foresees the possibility of the use of time deposits as money 

) per cent reserve is required against demand deposits and he objects to 

easures to stop this on the ground that such would prevent the coincident 

f the same money as a liquid fund and as an investment. But it is just this 

mpt to eat one’s cake and also have it—to preserve liquidity without loss of 

which is responsible for most of the financial crises of history. Those 

seek to reconcile such inconsistent aims are, of course, opposed to the 
per cent requirement and are probably immune to argument. 

let us turn now to Professor Thomas. The burden of the argument here is 


that the 100 per cent reserve requirement could not prevent a reduction, on 
xcasion, in the rate of money turnover, even if the drastic step of prohibiting all 
short-term loans were taken. This must be conceded. The 100 per cent reserve 


can affect monetary velocity only through volume and is designed, on 
automatic side, to prevent those perverse expansions or contractions of 
ime which today greatly intensify the influence of hoarding and dishoarding. 
since 100 per cent reserves would not stop hoarding, whether or not short- 


“rm loans were prohibited, the charge of Professor Thomas that the plan re- 


the : abolition of such loans is clearly gratuitous. He is right, cawenee, in 


tory y currency, though nothing that he proposes would 2 more oe 
ss effective. The appropriate remedy for hoarding is a commodity re- 
money which, in conjunction with the 100 per cent proposal, would pro- 

cy uniquely correlated with a production to which it would fur- 


sat 
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nish steady stimulation. This would give us an automatically determined supply 
of money functioning in the manner appropriate both to price stability and to 
stability in the economy at large. 
FRANK D. 
Princeton University 


Gold Imports: Cost and Benefits 


In the discussion of “Gold and the Monetary System’’ at the December mee. 
ings,’ all four speakers seem to have agreed that our huge gold imports, amount. 
ing to about $16,000,000,000 from January, 1934, through 1940, were practically 
costless to the American public and had beneficial effects upon employment here 
in so far as they resulted in additional exports from this country. These gold im. 
ports, which amounted to as much as total relief expenditures, or to four-fifths o| 
the deficits of the federal government during those years, have been paid for by 
the Treasury simply by issuing an equivalent amount of non-circulating paper 
money to the Federal Reserve Banks. 

In his paper Dr. Hardy stated that the gold purchases will continue to be cost 
less to the American public, except consumers of gold, until we approach “nor. 
mally full employment’’ when the. large gold es {in this country?} “wil 
necessitate a correspondingly curtailed output of useful goods” [in this country?) 
Professor Neisser seemed to conclude that, with idle productive resources, the 
only possible cost of gold penne consists of the irreplaceable natural resources 
embodied in the additional exports resulting from gold imports, and spoke of the 


multiplier effect of the additional exports, whereby “gold imports increase the 


national income by more than their value” ! 

Qualifications to their conclusions on the costless character of the purchase of 
$16,000,000,000 of gold from abroad may be indicated by such questions as the 
following: If the U.S. Treasury had continued the 1936-38 gold sterilization pr 
gram, would the gold purchases have been costless to the American public? Have 
the higher required and excess reserves, as the result of gold imports, not cost the 
banks or bank customers something? Would the gold already imported cost us 
more if we experience a marked price inflation, permitted and encouraged by the 
increased reserves that have arisen from huge gold imports? Is it costless to this 
country if we exchange interest-bearing securities or profitable investments {o 
barren and “‘rather useless” gold imports? Is it costless if we exchange productive 
capital goods for non-productive gold which we could not use to buy the same 


obtained for imported gold during the period from 1934 through 1940 wert 
used to acquire capital items (securities, property, bank deposits, etc.) athe: 
than to purchase American goods, so that the stimulating secondary effects 0 
American employment through exports, which were mentioned by Professos 
Machlup and Brown and stressed by Professor Neisser, were distinctly limite: 
to a fraction of the $16,000,000,000 paid for gold imports. None of the speak 
ers pointed out that in this respect our silver purchases were, dollar for dollar 
more potent and beneficial to domestic employment than were our gold pur 
chases, for less than one-seventeenth of the gold purchased during those yeas 
was currently produced in the United States, whereas about one-fourth of 


"See Amer, Econ. Rev., Suppl., vol. 31, Feb., 1941. 


amount of goods from foreign countries ? es aii 
The speakers failed to indicate clearly that most of the proceeds foreignes s etnre 
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rchases by the Treasury during the same period were from domestic 


pul 
e 


roduc rs. Direct purchases from American producers should have a much 
seater multiplier effect per dollar spent than the roundabout operation of gold 
mports, only a fraction of which are used to buy American goods at the 
ame or in the near future. Presumably the silver purchases were as “‘costless”’ 
»s the gold purchases, and our stock of silver is and will be more useful to 
»s both for monetary and industrial purposes than the gold. Furthermore, when 
he purchases are made directly from domestic producers there is less threat of 
iden withdrawals of fickle short-term balances from this country, which also 
ght not be costless to us in real terms. Such withdrawals might increase un- 
oyment in this country considerably. 
One could pursue the reasoning of these speakers one step further. If the 
exchange of money for American commodities has such a beneficial multiplier 
it would seem desirable that the monetary standard be one that would 
sult in automatic purchases of American-made goods (not foreign-produced 
old or silver) during periods of reduced employment. There are a group 
economists, members of the Committee for Economic Stability, who are ad- 
«ating just such a multiple-commodity or “goods” standard for our money 
a means of stimulating domestic production and reducing cyclical swings in 
jitures, employment and prices. 
RICHARD A, LESTER 
Iniversity 


Competition and Monopoly in Land Markets 


fessor Ise’s recent discussion of “monopoly elements in rent,’’? and his 
sm therein of the views of Professor Chamberlin, indicates a divergence 
present-day attitudes among economists concerning a long-standing subject 
ntroversy. If the points of view of Professors Ise and Chamberlin are added 
) widely accepted attitudes expressed in earlier writings of representative 
it least four quite different points of view have been expressed on this 
versial topic: (1) that land rent is the result of monopoly ;? (2) that such 
vith infrequent exceptions, a competitive return,* (3) that the rent of 
| land is a purely competitive return and the rent of urban (retail) 
purely monopolistic ;* and (4) that the rent of both agricultural and urban 

s is determined in an imperfectly competitive market.5 
Several factors appear to be responsible for such a variety of opinions. To begin 
the term 1 “monopoly” has not had consistent usage. In some instances it has 
used to imply a position of complete or exclusive control over something ; 
hers it has been used to designate a ‘power to control price.” Another factor 
ving rise to uncertainty has been variation in the size of ge area given con- 
‘iceration as an area of possible exclusive control. A third factor has been varia- 
in the degree to which land is differentiated and, therefore, classified into 
adjects of fon -ve monopolization. It should be quite apparent that if the term 
poly” is used to imply (a) exclusiveness of control over any differentiated 


(m. Ec. Rev., Mar., 1940, pp. 33-45. 
5 point of view is expressed, among others, by Smith, Mill, Gide, and Hobson. 
f view is stated, for instance, by Davenport, Ely, and Taussig. 
‘or Chamberlin adopts this position in his Theory of Monopolistic Competition, 
ippendix D, 
sor Ise’s attitude, as stated in the Am. Econ. Rev. for Mar., 1940. 
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object (b) within a considered area, the number of such recognized monopolie | 
would be enhanced—under a given system of diffused ownership—as the con. 
sidered (market) areas are reduced to smaller and smaller territories and thereby 
multiplied in number and as the number of objects of possible monopolization js 
increased by a more careful application of the principle of commodity differ. 
entiation. If land is not differentiated and if only rather large market areas are 
considered, there will be few, if any, instances of recognized exclusive contro! 
(monopoly) under such a condition of widely diffused ownership. 

If, therefore, the term “monopoly” is used in its customary manner to imp) 
exclusive control with respect to something and if “competition” is used to imply 
economic rivalry, the following conclusions would seem to be possible with respect 
to competition and monopoly in rental (and sale) markets for land: 

(1) The owner of any land unit (rural or urban, large or small, valuable o- 
near-worthless) is, in actuality, in possession of an object which is differentiated 
from all others by its /ocation and which, in addition, may be differentiated by 
other unique attributes or unique combinations of common, or duplicable, 2. 
tributes. In other words, the owner of any given tract of land is in possession of 
the total supply of land of a given, differentiated, type and is, therefore, ; 
“‘monopolist’’ of such land. 

(2) The presence of a monopoly position in connection with control of a land 
tract does not preclude, however, the presence of competition. Any given owner 
of land does not compete with others in supplying a /ike object. He does (or may) 
compete, nevertheless, with others who supply (a) a similar type of land for the 
same use or (b) quite different lands from which may be provided substitute com- 
modities (or services) for those supplied from his own land. 

(3) If “monopoly” is used to imply exclusiveness of market position with 
respect to something, it is inconsistent to determine the presence of such 
monopoly on the basis of the degree of economic power conferred by it. Such 
non-duplicability is as truly present in the location of a near-worthless rural acre 
as in that of a Fifth Avenue lot. The two monopoly elements, naturally, confer 
differing degrees of monopoly power. 

If the above conclusions are accepted, certain observations would naturally 
follow with respect to the various points of view referred to above. In brief, the 
would be as follows: 

(1) The view that monopoly is an ever-present factor in the determination of 
the rent (or price) of any tract of land appears to be entirely justifiable. Ths 
conclusion, however, does not justify an implication that the presence of 4 
monopoly position precludes the presence of any competition. 

(2) The view that competition is a pervasive element in land markets seems 
also, to be a valid contention. Here again, however, the presence of competit 
does not preclude the presence in the same market, of monopoly elements. 

(3) The view that the rent of agricultural land is a purely competitive retum 
while the rent of urban retail sites is purely monopolistic is umacceptad 
Monopoly elements are present in markets for farm lands and competitive ¢ 
ments are present in markets for retail sites. 

(4) The view that both agricultural and urban rental markets are imperiet 
competitive seems a proper conclusion. However, an equally correct statemet! 
could be made to the effect that both markets are imperfectly (7.e., incomplete 
monopolistic. 

In conclusion, it might be added that to designate a land owner as a 
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st’ describes one portion of his market status, To refer to him as a “competitor” 
adicates another—and different—aspect of his market position. Neither designa- 
ion adequately describes his complete status. 


THOMAS J. ANDERSON, JR. 
Jew York University 


“Wages Fund Theory and the Popular Influence of 
Economists”: A Reply’ 


This reply will be confined to a criticism of Mr. Miller’s statement that in 
the middle years of the nineteenth century the propositions of the wages fund 
theory were not generally known, even by those most closely concerned, especially 
inionists and their sympathizers. The sole basis on which this conclusion 

s the fact that the testimony and official reports of the Royal Commis- 

rs? do not contain a lengthy discussion of the theory. The only memo- 
indum which deals with theory was excluded from the Final Report. Mr. Miller 
ncludes: “It would appear that these propositions did not receive the popular 
acceptance which Merivale claimed for them among the intelligent class of work- 
nen or even the impartial enquirers as represented by the members of the Com- 
First, let me point out that it was the declared policy of the Commissioners to 
avoid a theoretical discussion of the effects of trade unionism. The following 
atement clearly indicates this: ‘“We collect this not so much from direct state- 


nents of doctrine made to us in the course of their evidence, having for the most 
part avoided mere matters of speculation in the course of our enquiries.”’* The 
questions asked of witnesses during the enquiry related to changes in rates of 
es that had taken place in the industries under consideration. The Commis- 
ers did not consider it part of their duties ‘‘to enter into discussions respect- 
what may be the scientific, or economical, branch of the question of the 
s which trade unions may have on the national well-being.’’* Given this 
is not surprising that in the course of the inquiry Merivale asked no 
s on the wages fund theory and that his memorandum was excluded 
Final Report; nor that Mr. Miller looked in vain for discussions of the 

jodox wage theory of that period. 

‘rofessor Hutt points out that in the nineteenth century “‘articulate trade union 
caders readily accepted the wage fund formula.”® It was the corollary that the 
unionists vigorously contested. In an essay*® published in 1860, Mr. T. J. Dun- 

ng refers to the propositions of the wages fund theory and states that no one 

ely to dispute them. They “are in their enunciation like that of two and 
king four—we will endeavour to show why the above propositions fail 
incing the workmen that they are doing wrong in entering into combina- 

a. Not that these propositions are doubted but because implicit belief in them 

periectly consistent with the propriety of Trade Combination.’’? The adver- 


|. Don Miller, Jr., Am. Econ. Rev., Mar., 1940. 
1 to Inquire into the Organization and Rules of Trade Unions and Other 
1867-69, 12 vols. 
nd Final Report, 1869, p. cxxi. 


Theory of Collective Bargaining,” p. 7 
ng, Trades Unions and Strikes, London, 1860. 
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tisement prefacing this essay states that the views may be taken to represent ng 
only those of the writer and his union but the working classes generally, Th, 
bookbinders union to which Dunning belonged printed and published the book 
because the leaders thought it would not get into circulation otherwise since the 
views expressed were considered somewhat revolutionary. 

Rayner also states that until the end of the nineteenth century the wages fund 
theory was accepted by trade unionists and therefore “the only sound method o/ 
improving the economic position of craftsmen appeared to be by reducing the 
number of those who would have to share in the fixed dividend.”® 

In the Francis Place Collection in the British Museum there are to be found ny 
merous newspaper and magazine articles which refer to and discuss the wages 
fund theory and its applications.® I submit that Mr. Miller’s statements relating 
to the degree to which the wages fund theory was known to those “with 
immediate interest in a wages economy” are quite incorrect. 

EILEEN WINTON 

Blatchley, Bucks, England 


Material in The National Archives of Especial Interest 
for Economists 


The National Archives at Washington has a vast amount of material of in 
terest to economists which the profession has to date signally failed to use. Ther 
appears to exist a general ignorance of their potential usefulness in economic 
research. The most useful of the publications that give an account of the or 
ganization and contents of The National Archives is the Guide to the Materia 
in The National Archives.1 The Guide has a very informative general introduc 
tion and a detailed description of the various collections as well as a comprehen 
sive index. In addition the Gwide lists the official publications of The Nations 
Archives and contains references to the principal secondary bibliographic sources. § 
The recent article by Mr. Wayne C. Grover, a member of the staff, on the 
“Research Facilities and Materials at The National Archives,” (Am. Pol. S: 
Rev., Oct., 1940, pp. 976-983) provides a succinct statement concerning the 
possibilities of fruitful research by political scientists and economists. 

The writer has personally inspected various collections under the Archives 
divisions of the various government departments and of the independent agen 
cies, and found therein masses of interesting materials. There are to be found 
for example, in the Division of Commerce Department Archives the official mi 
utes of the United States Industrial Commission, 1898-1902, the sole extan! 
primary records of the Commission; and in the War Department Archives the 
records of the Bureau of Refugees, Freedmen, and pia Lands, 1865-72 
of great value to students of the economy of the Reconstruction South. 

Of special interest are the records of the World War agencies. These a 
located as follows: 

War Industries Board, 1916-1923. Council of National Defense, 191° 

1937. Committee on Public Information, 1917-1923. (War Departmeni 

Archives) 


* Robert M. Rayner, The Story of Trade Unionism, p. 31. 

*See, for example, an address from the London Trades Committee in this collect 
27835:102. 

*U. S. Gov. Printing Office, Washington, 1940 (40 cents). 
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ited States Fuel Administration, 1917-1919. (Interior Department 
chives ) 

United States Shipping Board, 1917-1933; United States Shipping Board 
Emergency Fleet Corporation, 1917-1926. (Commerce Department Archives) 

United States Railroad Administration, Railroad Wages and Working Con- 
\itions Board, 1918-1920. (Labor Department Archives) 

United States Food Administration, 1917-1920; United States Grain Cor- 
voration, 1917-1930; United States Sugar Equalization Board, Inc., 1918- 
(Independent Agencies Archives) 

records lay practically untouched until very recently, when the newly 
eated defense agencies of the government began to realize their great useful- 

s Unfortunately limitations of time prevent the records from being properly 

| by the staffs of these defense agencies. The earlier failure of economists 

a thorough study of the original records of the World War agencies 

as resulted in their forfeiting of an opportunity to render the nation a great 
service in the present emergency. 

[here are unique source materials on various phases of the economic policy of 

| government over large periods of our history. The files of the vari- 

t officials, in particular, are of importance in this field. The material 

he Archives also provides the basis for a large number of studies on various 

problems of local, state and regional areas. The material on national 

problems is more difficult to handle since it is likely to require a staff 
rKeTs. 

Since restrictions exist in many cases, the economist who contemplates using 
[he Archives should communicate first with The National Archives, Reference 

Washington, D.C. Facility at handling archival material before under- 
ng archival research will be hastened by careful study of the Annual Reports 

e Archivist of the United States (First, 1934/35, Fifth, 1938/39, and the 
e). The able codperation of the staff of The National Archives is available 
meeting the problems that arise to plague the novice. 

LOWELL PUMPHREY 
ton, D.C. 


Trails to New America: Reply to W. I. King 


Dr. King has based so scathing an attack on so careless a reading that he 
fces a reply. 
The book is an attempt to describe our economic dilemma in language intel- 
gible to a high school freshman. Dr. King dismisses the effort as worthless. He 
s his judgment on seven contentions. They follow with my comment: 
le states that I put the nation’s debt in 1929 at $285,000,000,000. I put 


at $152,000,000,000. (Dr. King accepts this correction.) 
He states that I put “interest charges” at 20% of the nation’s income in 
| said “debt service.” (Figures from Internal Debts of the United States.) 
sole reference to interest was that “one authority” put interest at 
0 in 1929. For purposes of argument I used the Internal Debts 


“how” I “know” that savings increased from $7,000,000,000 to 
00,000 from 1922 to 1929. I used and cited the Brookings “Capacity” 
my entire analysis of savings. At this point I erred in including 


ine 

ai In his review of my Trails to the New America in the Review for September, 
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corporate savings in 1929. The figure should read “from about seven to eight 
billions in 1922 to fifteen billions in 1929,” but the argument is not affected. 

4. He criticizes my 1929 income figures, cited from Brookings, by citing 193 
figures from the National Resources Committee, which seems rather astonishing 

5. He challenges my statement that final economic judgments must be by the 
lay public because, among other reasons, economists do not agree among them. 
selves. He likens the economist to the expert in precise sciences and asserts tha 
economists generally do agree. I leave this to the jury. 

6. He states that I exaggerated the 1929-1932 income drop. I took the con. 
sensus of estimates, Brookings’ and others’, showing a drop from $82,000,000,000 
to $39,000,000,000, and noted the adjustment of the latter to 1929 prices, leaving 
a net drop of 39%. I did mot describe these figures as distributed income. D: 
King elaborates his argument in correspondence but whether one takes his sources 
or mine, my argument is amply sustained. 

7. He dismisses my “‘oversaving’’ argument by referring me to an authority 
Carl Snyder. My argument was based on the pertinent Brookings studies whic 
show that only a third of total savings was required in the latter twenties for 
new capital creation, and there was marked over-concentration of savings in the 
upper brackets, my main point which Dr. King overlooked. 

In brief, since Dr. King refrained from quoting me correctly or dealing with 
actual argument, both the substance and style of his review are seriously out of 
bounds. 

JOHN W. 

State Education Dept. 

Albany, New York 
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list of documents below represents the complete printed record of the 
emporary National Economic Committee. A description of each item is con- 
ated in De scription of hearings and monographs of the Temporary National 
nomic Committee, issued by the Superintendent of Documents, Washington, 


Hearings 


Part 1. Economic prologue. 25c. 

Part 2. Patents. 75c. 

Part 3. Patents. 35c. 

it 4. Life insurance. 50c. 

att 5. Monopolistic practices in industries, development of the beryllium 


p 
Part 5-A. Federal Trade Commission report on monopolistic practices in in- 
art Liquor industry. 40c. 
Part 7. Milk industry, poultry industry. 75c. 
art 8. Problems of the consumer. 25c. 
Savings and investment. 75c. 
Life insurance. 75c. 
A. Life insurance. 35c. 
Construction industry. 75c. 
Industrial insurance. 75c. 
Life imsurance. 75c. 
art Petroleum industry. 75c. 
art 14-A. Petroleum industry. 75c. 
t 15. Petroleum industry. 75c. 
Part 15-A. Petroleum industry. 35c. 
Petroleum industry. $1. 
Petroleum industry. 65c. 
Part 17-A. Petroleum industry. 30c. 
Part 18. Iron and steel industry. 30c. 
art 1 n and steel industry. 35c. 
ron and steel industry. 35c. 
Var and prices. 65c. 
nvestment banking. 5Oc. 
vestment banking. 65c. 
Investment banking. 75c. 
‘artels, $1.50. 
n and steel industry. 65c. 
n and steel industry. 75c. 
Life insurance. $1.25. 
Interstate trade barriers. 55c. 
l'echnology and concentration of economic power. $1.75. 
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Monographs 


1. Price behavior and business policy. By Saul Nelson and Walter G. Keim 
Pp. 419. 45c. 

2. Families and their life insurance. By Donald H. Davenport and Gerhard 
A. Gesell. Pp. 168. 25c. 

3. Who pays the taxes? By Gerhard Colm and Helen Tarasov. Pp. 55. 10¢ 

4. Concentration and composition of individual incomes, 1918-1937. B 
Adolph J. Goldenthal. Pp. 112. 15c. 

5. Industrial wage rates, labor costs and price policies. By Douglass V. Brown, 
Charles A. Myers, John A. Brownell, John T. Dunlop, and Edwin M. Martin 
Pp. 172. 25c. 

6. Export prices and export cartels (W ebb-Pomerene associations). By Milton 
Gilbert and Paul D. Dickens. Pp. 310. 35c. 

7. Measurement of the social performance of business. By Theodore J. Kreps 
and Kathryn R. Wright. Pp. 207. 30c. . 

8. Toward more housing. By Peter A. Stone and R. Harold Denton. Pp. 223 
30c. 

9. Taxation of corporate enterprise. By Clifford J. Hynning and Gerhard 
Colm. Pp. 216. 60c. 

10. Industrial concentration and tariffs. By Clifford L. James, Edward C 
Welsh, and Gordon Arneson. Pp. 326. 35c. 

11. Bureaucracy and trusteeship in large corporations, By Marshall E. Dimock 
and Howard K. Hyde. Pp. 144. 30c. 

12. Profits, productive activities and new investment. By Martin Taitel. Pp 
188. 35c. 

13. Relative efficiency of large, medium-sized, and small business. By \e 
eral Trade Commission. Pp. 449. 50c. 

i4. Hourly earnings pee Sea in large and small enterprises. By Jacob 
Perlman. Pp. 94, 15c. 

15. Financial characteristics of American manufacturing corporations. By 
Charles L. Merwin, Jr., under the supervision of Robert R. Nathan. Pp. 442 

16. Antitrust in action. By Walton Hamilton and Irene Till. Pp. 146. 20 

17. Problems of small business. By John H. Cover, Nathanael H. Engle, Ear 
D. Strong, Peter R. Nehemkis, Jr., William Saunders, Harold Vatter, and Ha: 
H. Wein. Pp. 412. 40c. 

18. Trade association survey. By Charles Albert Pearce. Pp. 501. 50c. 

19. Government purchasing—an economic commentary. By Mortis A. Cope 
land, Clem C. Linnenberg, Jr., and Dana M. Barbour. Pp. 330. 35c. 

20. Taxation, recovery, and defense. By H. Dewey Anderson. Pp. 374. 35 

21. Competition and monopoly in American industry. By Dr. Clair Wilcox 
Pp. 344. 40c. 

22. Technology in our economy. By H. Dewey Anderson, Lewis L. Lor 
John M. Blair, assisted by Ruth Aull. Pp. 313. 35c. 

23. Agriculture and the national economy. By Albert L. Meyers. Pp. 48. 1 

24. Consumer standards. By Samuel P. Kaidanovsky, assisted by Alice ! 
Edwards, under general supervision of Donald E. Montgomery. Pp. 433. $! 

25. Recovery plans. By Arthur Dahlberg, Hon. Robert G. Allen, Hon. Thon s 
R. Amlie, Hon. Jerry Voorhis, George B. Galloway, Irwin S. Joseph, Joseph M 
Lurie, Sterne Morse, and Sam D. Schearer. Pp. 260. 30c. 
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26. Economic power and political pressures. By Donald C. Blaisdell and 
lane Greverus. Pp. 222. 25¢c. 
“97. The structure of industry. By Willar’ L. Thorp, Walter F. Crowder, and 
sccocjates. Pp. 759. $1. 
~ 9g Siudy of legal reserve life insurance companies. By Gerhard A. Gesell 
ind Ernest J. Howe. Pp. 466. 50c. 
The distribution of ownership in the 200 largest nonfinancial cor pora- 
By Raymond W. Goldsmith, Rexford C. Parmelee, Irwin Friend, James 
ham, and Helene Granby. Pp. 1541. About $2. 
Survey of shareholdings in 1,710 corporations with securities listed on a 
ecurities exchange. By Helene Granby, Raymond W. Goldsmith, and 
Parmelee. Pp. 258. 35c. 
nts and free enterprise. By Walton Hamilton. Pp. 175. 25c. 
vic standards of government price control. By Ben W. Lewis, 
.rren C. Waite, Don S, Anderson, R. K. Froker, Ellery B. Gordon, William 
Webb, Donald H. Wallace, Aryness Joy, and Edward S. Mason. Pp. 514. 55c. 
raphical differentials in prices of building materials. By Walter G. 
1 associates. Pp. 459. 55c. 
| of unfatr competitive practices through trade practice conference 
t the Federal Trade Commission. By the Federal Trade Commission. 


cale organization in the food industries. By A. C. Hoffman. Pp. 


of the Federal Trade Commission. By the Federal Trade Com- 
275. 35c. 
'g, investment, and national income. By Oscar L. Altman. Pp. 135. 


A study of the construction and enforcement of the federal antitrust laws. 
yn Handler. Pp. 100. 15c. 
rol of the petroleum industry by major oil companies. By Roy C. 
30c. 
n of economic activities in foreign countries. By Agnes Roman, 
eratsky, Rudolf Callmann, John H. Cover, and Nelson A. Miller. 


discrimination in steel. By John M. Blair and Arthur Reeside. Pp. 
e basing point problem. By the Federal Trade Commission. Pp. 151. 


motion picture industry—a pattern of control. By Daniel Bertrand, 
vans, and E. L. Blanchard. Pp. 92. 15c. 


Final Reports 


rt and recommendations of the Temporary National Economic Com- 
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ted States. Verbatim record of the public sessions of Committee mem- 
ining the statement of the chairman, Senator Joseph C. O'Mahoney, 

TESS t of the executive secretary, Dewey Anderson, statement of 
rman Arn id, Corwin Edwards, W. T. Kelley, James A. Horton, Wayne C. 
, Paul C. Truitt, Frank Bane, A. H. Martin, Frederick V. Waugh, Conway 
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P. Coe, Louis H. Bean, Carl C. Taylor, Mordecai Ezekiel, Donald E. Mon 
gomery, Sumner T. Pike, Senator James M. Mead, Isador Lubin, Willis J. Ba 
linger, Joseph J. O'Connell, final statement of the chairman. A Brief Histon 
of the Temporary National Economic Committee. A Financial Statement of the 
Committee’s Operations. Pp. 783. $1. 

Final report of the executive secretary to the Temporary National Econon 
Committee on the concentration of economic power in the United States. A staf 
volume prepared under the direction of Dr. Dewey Anderson, Executive Secre 
tary of the Committee, and Dr. Theodore J. Kreps, Economic Adviser to the 
Committee, assisted by Ruth Aull. Competition and monopoly in American in 
dustry; concentration of production; managed industrial prices; controlled pro. 
duction and sales; trade associations and cartels; technology in our econom; 
interstate trade barriers; concentration of corporate assets, earnings, and profits 
concentration of ownership; concentration of savings; concentrated control o/ 
investment policies; investments and the insurance industry; stimulating invest 
ment; investment in the housing industry; small business; consumers; fisca 
policy and taxation. 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 

rhe Conditions of Economic Progress. By COLIN CLARK. (London: Mac- 
millan. 1940. Pp. xii, 504. $5.00.) 

Mr. Cl atk s newest book is an attempt to give quantitative estimates of 
forces which determine the level and development of economic welfare 
different countries in the world for which data are available. It is 

rimarily an attempt to verify pet theories. It is rather a statistical 
ition of theoretical concepts with a view of making these concepts 

nly more real but more meaningful. After a study of the book many 
pts will have ceased to be ‘empty boxes.” 


The fig starts with a summary of the arguments and findings, a prac- 
ich this reviewer feels deserves wide imitation. The aim of the book 
inalyze the reasons for the differing sizes and rates of growth of national 
Mr. Clark’s discussion makes it obvious that he is well aware of 
r nendees difficulties involved in such an undertaking; his book is 
roof that these difficulties can be overcome. 

he study falls naturally into three parts. In the first (chapters I-IV), 
raw material is presented: it deals with the present level and growth 
nal income in different countries. The chapters give not only an 
rably concise compilation of statistics but also a convenient and, one 
;, exhaustive reference manual both as to the sources and the quality 
itional income calculations available for the different countries. 
results of this section are striking and in some respect puzzling. The 
found to be shockingly poor. Moreover, the possibilities of en- 
by using idle resources are found to exist to any important degree 

the United States. 
figures are further analyzed in the second part (chapters V-X) 
best described in the author’s own phrase as “the morphology of 
growth.” For the purpose of this analysis all production is classi- 
three groups, primary production comprising agriculture, fishing, 
ndary production consisting of mining, construction, manufactur- 
works and the supply of gas and electricity; and tertiary produc- 
bracing all other economic activities, primarily the service industries. 
sroductivity of these groups of economic activity is investigated. The 
in the relative importance of these three types of production in the 
onomy are shown to be closely related to the progress of eco- 
velfare: a rising level of national income is always associated with a 
proportion of people employed in primary industries. The relative 
tance of secondary production at first increases with increasing na- 
ncome, reaches a maximum and then declines. Employment in 
y production apparently has not yet reached its maximum. The hope 
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of further increases in national income seems to be tied up with a te. 
allocation of the factors of production away from primary to secondary and 
particularly to tertiary production. 

The final section of the book (chapters XI-XV) starts with a discussion 
of the rdle of capital in economic progress, considers then the income 
distribution between individuals within the different countries, passes on 
quite naturally to consumption habits and to the effects of changes in the 
terms of trade on national income, and ends up with a discussion of the 
Relation and the Multiplier. Its particular fascination lies in the fact that 
it puts flesh and blood on such concepts as the propensity to consume, the 
marginal efficiency of capital, the foreign trade multiplier, and the other 
tools of analysis made familiar by the writings of Keynes, Hansen, Harrod 
and others. The practical conclusions are somewhat invalidated as far as 
the continent of Europe is concerned, but they remain of extreme impor. 
tance to the United States: namely, that the amount of savings and invest 
ments during the twenties must be regarded as abnormally high; that onl; 
housing and public utilities are likely to ofter large outlets for private 
capital in the future; and that a maximum national income cannot be 
reached in the future unless there is either a considerable amount of public 
works, or a change in spending habits whether brought about by a redis 
tribution of incomes or for other reasons. 

This review has given only the barest outline of a book which is crammed 
with interesting ard important facts and analyses presented by that rare 
phenomenon: an economist who is both a competent statistician and 4 
thorough theorist. It is a most important book which should be widel; 
read. It seems almost carping to mention two defects of form. The omission 
of many table headings necessitates a long search in the text for the mean- 
ing of about half the tables and makes quick reference next to impossibl 
In a few cases lack of sufficient information greatly detracts from the us: 
fulness of the tables. 

WOLFGANG F. STOLPER 

Harvard University 


The Anatomy of American Wealth: The Story of Our Physical Aise! 
(Sometimes Called Wealth) and Their Allocation as to Form and 
Use Among the People. By ROBERT R. DOANE. (New York: Harper 
1940. Pp. xxvii, 345. $2.50.) 

The publication of annual estimates of national income and of theoretic! 
studies in the field of income has served to overshadow interest in wealti 
studies, especially since 1919. For example, the inclusion of building 
struction as part of the national income during the current year has o 
veloped the notion that national income statistics are sufficient and nation! 
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wealth figures almost unnecessary. If the service concept of income were 
llowed in these tabulations, it would be necessary to know at least the 
| value of all buildings, both new and old. 
[he publication of Mr. Doane’s book should greatly stimulate interest 
a studies of national wealth—or, as he would say, physical assets. He has 
ssembled a complete list of wealth studies (including his own of 1929 
) and has proceeded to build on these a new type of study, which 
calls “inventory correlation,” and which emphasizes not only the changes 
totals for 1922, 1930, and 1938, but also the significant changes in 
rm and use of the physical assets of the people of the United States. 
general, the method followed by Mr. Doane in making these estimates 
project the totals for each class given in the Federal Trade Commission 
study for 1922. In projecting values between 1922 and 1938, reliance has 
been placed upon the assessed value of property as reported by states and 
s with some corrections for understatements of values. He finds that, 
hereas the values of physical assets used for production and for comfort, 
pectively, were approximately equal in 1922, the portion used for com- 
rt in 1930 and 1938 was much greater. In other words, Mr. Doane would 
t we now live in a comfort-goods economy rather than in a pro- 
n-goods economy. 
[he total value of the physical assets of the nation is estimated at $321 
; in 1922, $428 billions in 1930, and $388 billions in 1938. The 
pal changes in the totals of 1922 and 1930 were: an increase of $38 
in privately owned man-made goods used for production, a de- 
f $3 billions in natural resources (land), an increase of $36 bil- 
n man-made goods used for comfort, and an increase of $22 billions 
id used for comfort purposes. No change was reported in publicly 
physical assets (p. 144). The decrease noted between 1930 and 
is itemized as follows: of the privately owned taxable physical assets, 
made goods used for production decreased $14 billions, natural re- 
irces (land) decreased $11 billions; man-made goods used for comfort 
teased $30 billions, and land used for comfort purposes decreased $8 
ns, the totals for the four items being a decrease of $63 billions. On 
ther hand, publicly owned physical assets increased $23 billions, mak- 
net decrease of $40 billions in the total physical assets of 1938 below 
p. 145). 
e use of data on assessed values suggests the possibility that the in- 
in the percentage of comfort goods might be due to the practice of 
rs in keeping appraisals of comfort goods closer to market values 
similar appraisals of production goods. Mr. Doane was forced to use 
i values, but another set of values (e.g., fire insurance appraisals ) 
nt have indicated different changes in the proportion of comfort and 
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production goods. Even if selling prices could be used and no change was re. 
corded in the index of (general) prices, the decreases in prices of production 
goods and the increases in prices of comfort goods might exactly counter. 
balance, and the apparent stability of (general) prices might conceal the up- 
ward and downward movement of prices in these two classes of goods. Mr 
Doane, therefore, does not show that the supply of our physical assets was £ 
greater in 1930 than in 1922 and 1938, but only that their dollar yalye 

was greater. He presents no method of correcting his dollar series for price 


changes. f 
Despite these and a number of lesser questions about other methods, there p 
is sufficient evidence to justify Mr. Doane’s conclusion that our national n 


physical inventory of comfort goods probably exceeds that of production 
goods. Of course, in any division of physical assets into these two cate. 
gories many questions will arise about where to place a number of items 

Two additional major criticisms should perhaps be made. First, the ex- 
ceptionally important problem of including in one grand total both private 
and public property values has received inadequate attention. If the value hi 
of public highways and streets has already enhanced the value of abutting d 
property, it has been included in the values of private property and therefore 
counted twice. Obviously these public and private items would have in- 
volved no double counting in making a grand total of physical assets if 
Mr. Doane had used a physical total instead of a value total. But no pl 
quantitative unit is available in which to express a grand physical total; an 
and dollar totals involve this double-counting problem. When one con- pa 
siders the increasing amount of public property, Mr. Doane’s slighting of n 
this problem seems most unfortunate. The second and final comment is 1 
criticism of scope rather than method. Only physical assets are studied; Wi 
claims to these assets and all questions of ownership are ignored. 

In addition to a glossary of terms and six appendices, there is a word 
of acknowledgment to an unnamed patron and adviser who wishes to re 
main anonymous. In appearance the volume resembles a research bureau 
type of publication. It contains many useful tables and a number of time 
saving charts. For example, the vertical bar chart opposite the title page 
shows the principal classes of comfort goods and production goods for 

1922, 1930, and 1938. Chart 3 on page 42 is an ingenious device covering 
eighty-five centuries, “Principal Landmarks along the March of Mans pp 
Knowledge in the Use of Things.’’ Students of economic history will find f 
chapter III, ‘‘Perspective,” very stimulating, although, of course, extremel} 
sketchy. 

The author's style is commendable. For the most part each table is w’ 
documented and the author’s methods of estimating are clearly ieplaoe! ga 
This volume gives form and content and meaning to statements oftet 
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fe heard and read that ours is an economy of abundance, not of scarcity. In 
100 this sense, it is a landmark in wealth studies. 
ter- FRANK G. DICKINSON 
up- University of Illinozs 
a | &£ in Monetary Theory. By D. H. RoBERTSON. (London: P. S. King. 
- 1940. Pp. ix, 234. 115. 6d.) 
tic BF A quarter of a century passed between the offering of Mr. Robertson’s 
first book and the appearance of the present volume of essays, prepared for 
rete publication, he reminds us, before the outbreak of war and his appoint- 
ynal ment in the Civil Service. The occasion seems more appropriate for general 
tion comments than for concern with the details of controversies or those in- 
ate- consistencies the reader is warned by the author to expect. 
ms It has sometimes seemed a misfortune that Mr. Robertson, writing under 
ex: the “shadow” of “two masters’’ at Cambridge, has not reached an even 
vate wider audience. But those qualities of mind and style which have restricted 
alue his circle of readers have proved most enlightening and refreshing to stu- 
ting dents of monetary theory. In his volumes Money (1922, 1929) and Bank- 
fore ing Policy and the Price Level (1926), he made a major contribution to 
. in- ir understanding of monetary objectives and processes, and the present 
ts if volume of papers prepared through the years 1924-39, is in a sense a com- 
0 plement and sequel to Economic Fragments (1931) and Economic Essays 
otal; and Addresses (with Professor Pigou, 1931). The collected papers are in 
con- part concerned with the development, refinement, and application of the 
g of methodology and points of view developed in the earlier books. 
$a [he present essays considered against the background of these earlier 
lied; writings offer the reader important new strands of thought. Most of the 
essays are reprints of papers previously published in economic journals. They 
word include articles on international trade, trade cycle theory and monetary ob- 
D fe tives, commercial banking theory, and an analysis of several episodes 
reau in British and American monetary policy. The reprints of the important 
ime- essays on “Saving and Hoarding” (pp. 65-82) and “Industrial Fluctuation 
page ind the Natural Rate of Interest” (pp. 83-91) are especially welcome. Of 
; for especial interest, also, are the sections concerned with Keynesian interest 
ring doctrine (lectures delivered at the London School of Economics in 1939, 
fan's pp. 1-38) and with the disentangling and synthesizing of monetary con- 
find foversies (pp. 133-153). 
mel} Since the views of Mr. Robertson expressed in these writings are gen- 
; nerally familiar, a few citations will suffice. He defends his “sequence 
we! inalysis’ and the definitions of saving and investment based thereon 
ined ‘gainst the “'statically-framed”’ terms of Keynesian theory (pp. 7-8, 65-82). 


ugl 


1 recognized difficulties exist with respect to Mr. Robertson’s defini- 
{ the “period,” his method reveals processes hidden and even ignored 
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by theorists preoccupied with realized results. He insists that thrift and 
productivity play a direct part in the determination of the interest rate 
especially in the long period point of view (pp. 10 ff.). Liquidity prefer. 
ence may under appropriate conditions help determine not the rate of 
interest but the price level (pp. 28, 151-152). He expresses doubt that 
“the ‘multiplier’ constitutes much advance over more crudely ‘monetary’ 
weapons of thought” (p. 121). And among these “weapons” of thought 
he retains a rack in his own arsenal for such old-fashioned concepts as circu- 
lar velocity of the money stock (pp. 92-94), hoarding and forced saving 
(pp. 5, 65-82), and the natural rate of interest (pp. 83-91), now regarded 
as crude, or even nonsensical, expressions by the Keynesians. Robertson 
himself has coined new economic terms, but he may well claim to have 
done so to meet evident needs or to infuse new life into a sterile vocabulary. 
He now detects—with regrets for any personal responsibility, one sup- 
poses—a good many signs of inflation in the economic vocabulary and 
regrets the extent to which controversy has been concerned with words as 
against substance (pp. 33 ff.). 

On one occasion, Mr. Robertson recommended the rigid separation of 
economists into those permitted to serve as advisers and those permitted to 
“think dangerous thoughts” provided they offered advice to no one (p 
108). But the author of this prescription himself provides an example of 
that rare combination of the capacity for courageous intellectual exploration 
and of the ability to keep in touch with the complexities of economic life 
Though he is sympathetic with the utilization of monetary expedients in 
the effort to mitigate fluctuations, he warns us against unbounded faith in 
cheap money and government deficits as sufficient means of achieving full 
employment and durable stabilization in a world in which “inevitable dis 
continuity” occurs against a background of structural change (cf. pp. 12 
175-176, 112-113). 

To words of high praise, the reviewer wishes to append the hope that 
events will make possible an early return of Mr. Robertson to his wonted 
academic activities. In the meantime, students of monetary theory will b 
grateful to him for making available materials which we hope can be read 
not only by those having “‘an antiquarian interest in the problems and con 
troversies of a vanished age,” but also by those seeking guidance in solving 
the problems of a new age. 
LEONARD L, WATKINS 


University of Michigan 


History of Monetary and Credit Theory from John Law to the Present D« 
By CHaRLEs Rist. Translated by Jane Degras. (New York: Macmu 
lan. 1940. Pp. 442. $4.90.) 

This volume is a translation by Jane Degras of Professor Rist’s Histor’ 
des Doctrines relatives au Crédit et a la Monnaie, first published in Paris ® 
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1938. It is, in the words of the author, “the history, not of books, but of 
ideas’ and represents an attempt “‘to check the answers given at different 
periods by the facts relating to the matters at issue” (p. 15). Professor 
Rist utilizes the compass of his own theory in his selection of men and ideas, 
ari is lavish in praise and blame. Cantillon, Thornton, and Tooke, in his 
inion, set monetary theory on the right course, but Law, Ricardo, and 
Overs tone guided theory and policy into the barren lands. Among the 
dJerns, Fisher and Warburg receive sympathetic treatment, but Wicksell, 
Marshall, Knapp, Cassel, and Hawtrey fare rather badly. Many names 
| ideas are omitted. In particular, the author gives relatively little attention 
ontemporaty Swedish and English writers, apparently believing that 
their ideas are either too old or too bizarre to merit much attention. 
Money, according to Professor Rist, serves not only as a medium of ex- 
se and standard of value, but also as a store of value. Confusion be- 
tween convertible and inconvertible moneys and the advocacy of fiat money 
derive especially from insufficient emphasis on the store-of-value function. 
Advocates of independent paper currencies have been obsessed with ‘‘quan- 
| have neglected “demand” associated with confidence and the 
value function. Fiat money is simply ‘‘an ‘ersatz’ (and a very bad 
rsatz’) for gold coin” (pp. 145-46). Law and the many “cranks” who 
have followed him erred badly in their failure to recognize the important 
ferences between a forced paper currency and a metallic currency which 
ides a dependable “footbridge between the present and the future” 
pp. 108-09). 
Ricardo, among others, was guilty of drawing a false distinction between 
k notes and deposits, but Professor Rist holds that many moderns are 
ually confused in their mistaken identification of bank notes and de- 
posits with money. Plans for credit control based on the conception of 
bankers as creators of money, like plans for managing the printing press, 
affront Professor Rist’s common sense. He holds that banks through their 
len adie operations merely increase the velocity of the true money stock 
39, 42, 173); the supply of credits is restricted not only by com- 
demands and the * ‘reflux principle (pp. 197-201), but also by the 
rowing “credit margin” (pp. 206-11). He regards the view that “loans 
leposits” (p. 206) as very misleading, for the insufficient reason that 
excess reserves are used up in the process. 
line with his banking-school views of credit, Professor Rist praises 
looke's distinction “between the ‘general level’ of prices and the tem- 
ty level established during a ‘period of confidence’ ”’ (p. 219). Armed 
h this distinction and Fisher’s normative idea that credits change slowly 
relation to the volume of metallic money (p. 264), Professor Rist pro- 
vith a vigorous restatement of his familiar gold theory (chapters 6-7). 
n effect circulates vicariously through the medium of paper and 
over longer periods, other exchange media and the general price 
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level adjust to gold. Unlike credits, an increasing gold stock brings no 
compensating flow of goods and, unlike forced paper money, gold taises 
no questions of confidence. Gold supply determines the normative price 
level in a fundamental and inexorable sense, and when fiat money estab. 
lishes an abnormal level, as in the War of 1914-18, there is no escaping 
readjustment to a level supportable by gold supply (p. 432). 

To Professor Rist the prescription for current monetary problems js 
clear. He regards proposals for price stabilization and the like as “quack” 
remedies (pp. 425-30). The correct objective is that “‘of organizing the 
return to an international standard. . . . The gold standard alone can serye 
this purpose’ (p. 433). He is not concerned over the possibility of gold’s 
losing its value through demonetization, and he believes that if the gold 
standard is restored ‘“‘we may look forward without anxiety to a period in 
which the purchasing power of the dollar will fall slowly and slightly, a 
course which will give nobody cause for complaint” (pp. 433-34). 

It seems unfortunate that Professor Rist has allowed his own views on 
theory and policy—views which are largely at variance with modem 
trends of monetary theory—to appear so prominently in his selection 
and appraisal of men and ideas. Be this as it may, Professor Rist describes 
the main course of development in an interesting manner, and his pages 
are filled with many pertinent observations. The very dogmatism of one so 
impatient with new systems and nostrums is refreshing. Who may sa 
that exercises in Euclid have lost their usefulness in a world which has 
rather hastily discarded reference points formulated through the long pe- 
riod considered by Professor Rist? No doubt we need to be reminded ever 
and anon in moments of excess enthusiasm over “‘new”’ ideas that “‘there is 
little new under the sun.” 

LEONARD L. WATKINS 

University of Michigan 


Anticipations, Uncertainty and Dynamic Planning. By ALBERT GAILORD 
Hart. (Chicago: Univ. of Chicago Press. 1940. Pp. viti, 98. $1.00.) 

The theory of expectations is the promised land to some economists, 
and a mirage to others. The reviewer must admit that he leans toward 
the latter view: much of the literature on expectation consists of obvious 
and uninformative generalizations of static analysis. It is remarkable how 
impressive one can make a formal demonstration that it pays to buy stuf 
when it is cheap. But it is possible to go beyond such pretentious formalism. 
as Dr. Hart’s excellent monograph proves. For he not only provides us with 
a useful summary of the formal theory, but also makes a detailed invest: 
gation of two important phenomena which accompany uncertainty, capita 
rationing and flexibility. This he does with balance and perspective in 4 
field where these seem difficult to attain. 


~ 


~ 
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no The method of successive approximations is used. Dr. Hart begins with 
es 2 restatement (chapter 2) of the relatively well-known theory of planning 
ce of future purchases, production, sales and financing—all in the absence 
b- ‘ uncertainty. The statement of the fundamental theory (pp. 11-22) is 
ng both comprehensive and succinct, but the topic is sufficiently complex to 
have made a mathematical exposition welcome. Next he considers (chap- 
is ter 3) the impact on the plan of market discontinuities of the firm; 7.e., 
k’ he inability of the firm to vary price (price-fixing) or output (rationing), 
he ¢ to borrow, lend and use capital on constant (or at least on continuously 
ve variable) terms. The first two forms of discontinuity are submitted only to 
d's brief monopolistic price analysis. Capital-rationing receives more attention. 
ald Its consequences may be summarized (pp. 42-43): (1) the interest rate 
in id by the firm increases with the ratio of debts to inside equity; (2) 
4 lifferent types of financing will be subject to different interest rates and 
to quotas; and (3) the marginal interest rate will lie above the average 
on rte. The concept of capital-rationing seems to have considerable promise 
=n for theoretical analysis. 
lon Once uncertainty is taken into account (chapter 4), the need for flexi- 
bes pility in all sectors of the operations of the firm becomes evident. In recent 
Bes liscussions the real effect of uncertainty has usually been eliminated by the 
0 hypothesis that only the mean expected price or quantity is important. In 
$a) pleasant contrast, Dr. Hart makes a careful and illuminating analysis of 
has the implications of the existence of uncertainty for inventories, nature of 
pe- lurable equipment, cash balances, terms and duration of contracts, etc. 
ver This is undoubtedly the most valuable part of his study. 
el Finally, there is a general summary of the factors which determine entre- 
reneurial anticipations and revisions of anticipations (chapter 5). The 
: scussion, which is admittedly fragmentary, is eminently sensible and at 
points ingenious, but it does not shed much light on how anticipations are 
- made or revised. Dr. Hart’s technique is essentially a priori, and it is hard 
0) see how this technique, no matter how skillfully applied, will serve as 
2 more than a sketchy rationalization of past experience. This is one of the 
a sections of economic analysis where, the reviewer believes, progress depends 
ve h more on the accumulation of data (of a type almost impossible to 
2 llect!) than on an increase in the versatility of our technical apparatus. 
ty GEORGE J. STIGLER 
University of Minnesota 
with Liquidity and Instability. By CouRTNEY C. BRowN. (New York: Colum- 
est! bia Univ. Press. 1940. Pp. xili, 282. $3.00.) 


The concept of liquidity, long familiar in banking controversies, has 


recently come to occupy a crucial place in the theory of the level of output 
‘4 community. Mr. Brown takes it as the focal point for a discussion of 


4 
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many theoretical matters centering, for the most part, around this latter 
problem. His general thesis, with which no one can disagree, is that changes 
in liquidity desires, while not an initiating cause of booms and depressions, 
contribute in an important way to the cumulative movements which make 
them severe. The book consists first of a set of definitions of the liquidity 
of assets and persons, liquidity preferences (or more simply liquidity de. 
sires), various kinds of wealth, final buying, and a few other concepts. It 
proceeds to a discussion of the way in which increases in liquidity desires 
are associated with decreasing money profits, increasing hoarding (defined 
as a reduction in the velocity of circulation), a reducing corpus of debt, and 
a diminishing supply of money, all of which aggravate reductions in the 
flow of final buying. There is, finally, a section in which a very rough 
empirical test of certain of the conclusions is attempted. 

In view of the wide use of the concepts and the ambiguities in Mr 
Keynes's formulations of them, a precise quantitative and operational defi 
nition of the liquidity of an asset and of liquidity preference would be very 
welcome. Unfortunately, Mr. Brown has not attempted this task. He de- 
fines liquidity (p. 266) as a “quality determined by the euinngeeily it 
of [the asset] into money in general but not for a specific amount of 
money.” This ‘‘exchangeability’’ in turn depends upon (p. 6) “(1) the 
time that would probably be required to convert the asset into cash, and 
(2) the spread or range of money prices, one of which may be expected in 
such a time period.’’ This definition is intended to exclude from the factors 
affecting liquidity the most probable price obtainable for the asset (7., its 
probable valve at any time), but to include something like the standard 
deviation of probable prices from the mean. This seems to correspond 
pretty well with the common-sense notion of liquidity, but the definition 
gives us no clear criteria on the basis of which one could arrange assets in 
a one-dimensional order of liquidity. Thus, for instance, it is not clear 
whether an asset for which, in short periods, sums definite but small in 
relation to “reasonable” value could be obtained would be more liquid than 
one for which the proportion of reasonable value would be high but ven 
indefinite. 

Mr. Brown's use of the term “liquidity preference”’ is at the same time 
wider and narrower than Mr. Keynes’s. It is wider in that it refers 
to the demand not only for money but for a degree of liquidity in ‘he 
assets of all kinds held and, in some contexts, to a preference for a degree 
of solvency. It is narrower in that Mr. Keynes’s demand for money for trans 
actions purposes is, I think, excluded. In this connection we are treated to the 
now familiar spectacle of an apparently sharp difference of opinion atising 
largely from a difference of definition. Mr. Brown rejects Mr. Keynes’ 
interest theory on the ground that, empirically, interest rates usually j 
during depressions when we would expect liquidity desires to be increased 


1 
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and the quantity of money reduced. This difficulty, which seems to have 
bothered a number of people, is of course cleared up when we realize that 
Keynes's liquidity preference includes formally the transactions demand for 
During depressions the transactions demand is reduced by much 
more than enough to offset the increased precautionary (and possibly specu- 
lative) demand. 
The chapters on aggregate money profits, hoarding, the corpus of debt, 
| the supply of money are difficult to appraise because it is not wholly 
clear just what the author was trying to do. If he was intending to write 
bout the place of liquidity desires in cumulative change, there is much 
ial the relevance of which to liquidity seems to be obscure. The ex- 
tended discussion of the meaning of real as opposed to money profits is 
interesting, as a problem in definition, but does not seem to relate to the 
n issues. Again, there is considerable material on unbalance in the price 
structure as a cause of changes in the volume of final buying, accompanied 
by a brief panoramic view of a large number of policy instruments which 
night be used to correct it. The attempt to introduce these matters into a 
scussion focused on liquidity seems to me a little forced. On the other 
hand, if it is the purpose of the book to give an account of the factors 
ponsible for instability, there are very fundamental omissions. Nothing is 
id, for instance, about changes in saving habits or fluctuations in invest- 
ment opportunities, and I am still unable to state just what the author 
ns by ‘‘unbalanced”’ prices. 
In spite of this absence of a unifying scheme, the author makes many 
points well worth making. It was high time, for instance, that someone 
pointed out forcefully that the supply of money is not, as Keynes assumes, 
determined solely or even primarily by the banking system. He further 
emphasizes usefully the fact that changes in the institutional organization of 
production and of the markets for titles may, by influencing what he calls 
he interstitial circulation, affect the volume of final buying as significantly 
is what we are more accustomed to call hoarding. An extremely good fea- 
ture of the book, of which all potential authors should take note, is the 
‘ppearance of a concise summary at the end of each chapter. 
ume The attempt to test empirically the conclusion that interest rates and 
uquidity desires are inversely correlated is a brilliant example of verifica- 
tion gone astray. The difference between an index of long rates (bond 
elds) and one of short rates (on commercial paper) is used as a measure 
the strength of liquidity desires. The average of these same two series 
then used as a measure of the interest rate. In other words, x minus y 


‘aitly stable, these two measures move in. opposite directions with changes 


iny MAX MILLIKAN 
Yale Unit ersity 
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sing tes liquidity desires, x plus y (over 2) the interest rate. The author 
- ‘hen believes it empirically significant that, when x (the long rate) is 
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Business Cycles. Their Nature, Cause, and Control. By JAMES ARTHUR 
Estey. (New York: Prentice-Hail. 1941. Pp. xvii, 544. $3.75. ) 

This book represents a courageous attempt to fill an important gap 
Teachers in the increasing number of courses on business cycles have long 
complained about the lack of an adequate up-to-date exposition suitable for 
undergraduates. The subject which Professor Estey has chosen has so far 
undoubtedly been the worst served by textbook writers. And it may be 
said at once that Mr. Estey has done much toward redressing the balance. 

The book is based on the sensible plan of combining description, theory. 
and policy. It is divided into three parts of roughly equal length. The first 
and shortest, contains a brief survey of the essential facts of economic 
fluctuations. Various measures of business activity are described, the gen- 
eral pattern of a business cycle is outlined, and the relations of different 
types of fluctuations (cyclical, seasonal, secular, and random) are brief; 
discussed. The second part summarizes the chief business theories in the 
traditional manner (real, monetary, monetary overinvestment, undercon- 
sumption, etc.), and is noteworthy especially for its inclusion of Keynes's 
General Theory and of some of the controversies which followed that book 
The final part, significantly entitled ‘‘Stabilization,’’ deals—again in the 
usual order—with various policies for the control of cyclical fluctuations 
Monetary management, public works, stabilization of consumption, wage 
and price policy, are successively brought under review. A few final pages 
deal rather sketchily with the broader social issues of economic stabilization 

Since Professor Estey’s Business Cycles does not claim to be the product 
of original research, it must be judged entirely in the light of its efficiency 
as a textbook. As such, it stands out by comparison with its established 
rivals and it possesses also positive merits of it own. It shows much familiar- 
ity with recent literature and skill in presenting many modern advances in 
an easily assimilable manner. Its approach is refreshingly unbigoted, and 
the reader's confidence and interest are quickly won by the obviously 
cere desire of the author to give an impartial and instructive account of 
the present state of knowledge. The structure is logical, but the book does 
not aim at complete comprehensiveness. The limits which the author 
appears to have set himself are, judging by the manner of the exposition 
those of a junior course. The theoretical part cannot, of course, compar: 
with Haberler’s full analysis, but it is fairly detailed and it does no injus- 
tice to the authors it summarizes. The style, though undistinguished and 
at times so deliberately simple as to produce an impression of ingenuous- 
ness and platitude, is commendably clear and straightforward. 

There are, however, a number of criticisms to be made. Among the top 
that are either only very sketchily treated or not at ali may be mentioned 
the problem of inventories and of self- -generating cycles, the international 
propagation of business cycles (very inadequately dealt with on pp. 9 
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1). the relation of changes in the degree of competition to economic 

tions, and the question of technological unemployment. The praise- 

attempt to introduce the student to the subject by way of the 

bserved facts of fluctuations is somewhat stultified by an inadequate link- 

p of this part with the subsequent theoretical analysis. It is also sur- 

orising that in a book so broadly based on the literature, there should be 

lacking reference to several important contributions. Tinbergen’s more 

. mportant econometric attempts, for example, are not mentioned. Nor is 

ere any discussion of the approach through model sequences and of the 

mbination of the effects of different forces, such as that of acceleration 

f the multiplier. And among the names for which one looks in vain 

a the index may be mentioned Hicks, Lindahl, Malthus, Marx, Myrdal, 

Ricardo, Veblen, and Wicksell. Professor Estey might, of course, claim 

t he was writing for a not very advanced audience. But having gone as 

far as he has in using the old literature and recent developments, one has 

4 . right to expect greater completeness. The publisher should take an early 

4 pportunity of improving the illegible reproduction on page 53 of Mitchell 
ind Thorp’s well-known conspectus. 

' It is not to detract from the merits of Professor Estey’s book if one major 

- riticism is added. It is indicative of the sorry state of the textbooks in this 

field that even this work—the best available so far on its particular level— 

i should still present a somewhat old-fashioned picture. The most striking 

f recent cycle theory is the way in which it has changed its char- 

become a study of the determinants of the level of economic ac- 

igh time. It is, paradoxically enough, the iconoclasm of Mr. 


y Keynes which has taken cycle theory back to the classical Ricardian concern 
a with the general problem of capital accumulation and economic develop- 
rf ment. Whatever one may think of Mr. Keynes’s contribution, it cannot be 


| that as a result of it the present debate has taken a turn which 
more than ever necessary—but also more possible—to link up 
s cycle theory with general economic theory. Indeed, it is probably 
y that with the exception of a few special sections, business cycle 
ails old sense is rapidly disappearing. It is imperative that students 
e made aware of this development: partly in order that they may 
e to unlearn in their senior and graduate years what they have learnt 
eit junior year; above all to take from them something of the unfor- 
Is ‘unate sense of fractionalization so common in our subject. 
s not normally a reviewer's function to quarrel with the method which 
t has chosen. An exception may, however, be made in the case of 
tbook. It might, therefore, be suggested that Professor Estey would 
done better if he had insisted more strongly on the very substantial 
Ange in the quality of the discussion of fluctuations dating from the late 
His impartiality, which made him list a number of theories as if 
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they were all of equal import, has served to obscure this all-important 
change. It is not to become biased and to abandon the path of academi, 
righteousness to make a distinction in terms of their relation to the whole 
corpus of economic theory between, say, the monetary theories of the 
1920's and the current discussions of the economic aggregates of income 
consumption, and investment. 

ERICH ROLL 


Institute for Advanced Study, 
Princeton 


The Control of Business Cycles: A Study of Methods for Achieving and 
Maintaining Prosperity. By JOHN PHILIP WERNETTE. (New York 
Farrar and Rinehart. 1940. Pp. ix, 197. $1.75.) 


This book, as its title and subtitle suggest, is primarily concerned not 
with the analysis and causes of cycles as such but rather with the problem 
of developing policies, mechanisms, and controls for the purpose of achiey- 
ing and maintaining “stabilized prosperity.’’ More strictly speaking, how- 
ever, the problem, in the opinion of the author, is not one of maintaining 
a norm of prosperity. Prosperity is considered to be inherently unstable 
and the real problem is one of detecting departures from this norm and then 
putting into effect corrective measures that will deflect business activity 
back to the desired norm. 

The author repudiates the theory that if a boom is permitted to develop 
depression is inevitable, and that, therefore, the only method of avoiding 
depressions is to avoid booms. It is conceded that moderation of the boom 
may facilitate the control of an ensuing depression, but it is believed that 
depression may occur without a preceding boom, and that, whether or not 
the depression is preceded by a boom, the cumulative intensification of the 
depression may be avoided by available measures of control. 

The basic proposition of the author is that business fluctuations occur 
because of fluctuations in spending and that the control of the former in- 
volves, therefore, ccntrolling the rate of spending. A very brief treatment 
is given to the factors causing changes in the volume of consumer or busi- 
ness spending. If for any reason a decrease in the volume of either type o/ 
spending occurs, leading to a decline in business activity, prosperity maj 
be restored by employment of the appropriate positive measures for increas 
ing the amount of spending.Among the possible measures for such a pur- 
pose the author lays particular stress upon federal reserve action, govera- 
mental spending, and a variable tax on money. 

In spite of the apparent simplicity of the remedies proposed there 's 
evident, on the part of the author, a consciousness of the underlying com- 
plexities of the problem, and the book closes with a plea for further 
investigation of control plans. Nevertheless, in the opinion of the reviewer 
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rather one-sided view of the problem is presented, because of the rela- 
-ly little attention given to an analysis of the factors involved in an onset 
jepression. To say that the cause is a decline in spending is perhaps an 
min iting way of stating the problem. But the question remains of the 
; for the decline in spending. The cursory treatment of these ques- 
joes not appear to be merely a matter of economy in space, but in 
e part doubtless grows out of the assumption of the author that, what- 
‘the initial causes of depression, prosperity can be restored by positive 
neasures to increase spending. But is this a valid assumption? If the de- 
n spending comes about, for example, as a result of the discovery 
-expansion in certain important industries, can the decline in spend- 
ng for capital goods in these industries with its accompanying unemploy- 
ent, be offset merely by an increase in spending for other types of goods? 
there such mobility in all types of labor and capital that they can be 
| easily from one employment to another? In the meantime what are 
kely to be the effects of this lack of equilibrium in business upon such 
tors as the stock market, the strength of the debt structure, the soundness 
banking situation, and the psychological attitudes of business men? 
; seems probable, the developments in all of these respects are likely 
have detrimental repercussions upon business enterprise, it would seem 
be the part of wisdom in seeking to abolish depressions, to have serious 
ard also to the avoidance of those conditions that lead to the onset of 
aéepression. 
The style of the book is clear and straightforward, with a minimum of 
ical terminology, so that it should be intelligible to the lay reader as 
s to the professional economist. 
WILLIAM O. WEYFORTH 
Johns Hopkins University 


nment Spending and Economic Expansion. By ARTHUR E. BuRNS 
and DONALD S. WATSON. (Washington: Am. Council on Public Af- 
fairs. 1940. Pp. vi, 174. $2.50.) 


The authors state at the outset their belief that the fundamental factor 
rlying the social and economic changes of recent years is a change “‘in 
birit of enterprise.” As a result, ‘‘business itself, dominated by corpo- 

ireaucracy . . . has lost initiative . . . a weakened spirit of enterprise 
fest’” (Preface, p. v). This loss of initiative is in part due to the 

‘lining birth-rate and the increase in the number of middle aged and 
f groups, as a result of which the authors ‘‘expect a further lessening in 

tiative and enterprise,” in an economy “dominated by bureaucratic cor- 

orate monopolies” (p. 22)—the implication being that the medical pro- 
by unduly prolonging human life, is undermining our system of 
enterprise. This is worse even than anything Thurman Arnold has 
‘t charged the medical profession with. 
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As a consequence of this change, America is suffering from “economic 
stagnation, from chronic depression.”” In this situation, “the only agenc, 
which is free to act is the government. Likewise the government is the only 
single body in the economy which is large enough to affect the remainder 
of the economy” (p. 2). Consequently, the responsibility for “lifting the 
national income’’ and maintaining general prosperity and employment must 
now rest with the government. 

A third premise is that “the principal method by which the government 
can proceed to carry out these purposes is spending—and spending on a 
large scale’’ (p. 3). The national income depends upon “'the volume of 
expenditures” (p. 19); ‘income is generated by spending” (p. 25). The 
failure of pump-priming expenditures in the past “must be laid to the 
meagerness of the spending” (p. 29). ‘The failure of government to spend 
enough . . . is one of the great mistakes of the 1930's” (p. 86). The au- 
thors regret ‘‘the retention by the Administration of fundamentally orthodox 
views of fiscal policy” (p. 70). 

They suggest that it might be possible to determine the effect of a given 
volume of public expenditure upon the Federal Reserve index of produc 
tion, and thereafter adjust the volume of expenditure to whatever increas: 
in production might be desired at any time (p. 101). 

They would finance the national debt by issuing 17 billions of currency, 
with which to buy up a corresponding amount of government obligations 
As this currency accumulated in the Reserve Banks, the Board of Governors 
would increase the reserve requirements, thus nullifying any inflationary ef- 
fects. In this way ‘‘for all practical purposes the public debt would have 
been reduced” (p. 133). 

After tracing the course of expenditure policy over the past few years 
and analyzing its effects, the authors reach the conclusion that we must 
continue more or less permanently a policy of enormous public expenditur: 
Unless we do this, our economic system will “soften and retrogress,” 
economy will “wane” (p. 115), and we shall be faced with prolonged 
“political and social decay” (p. 136). 

Perhaps the only pertinent comment would be that the intermediate 
chapters might have been dispensed with; because, given the authors 
premises—that the spirit of private enterprise has vanished, that govern- 
ment is now the only agency that can act effectively toward maintaining 
prosperity, and that the only or “principal” method for doing this is publ 
spending—their conclusion would seem to follow automatically, by much 
the same logic as that by which the ancient Syllogists proved that Socrates 
was mortal. 

HERBERT D. SIMPSON 


Northwestern Universit 7 
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eoretical and Applied Aspects. By JAMES P. BEDpy. (Dublin: 

iges, Figgis & Co. 1940. Pp. xi, 415. 125. 6d.) . 
present volume is divided into two parts of which Part I is an 
| review of profit theories which occupies about a third of the 
This section adds little to what has already been said by other 
ers in similar reviews and the professional economist will do well to 
| the suggestion in the preface and pass over it hurriedly. For the most 

rt. it threshes old straw. 

Part II begins with a chapter on “The Actual Profits of Business Con- 
[ts aim is apparently to establish the proposition that statistical 
how that, between one trade or industry and another, wide differ- 
eross and net profits exist and that such differences are enduring 

that business profits do not approach equality either within or 
lustries. While the main conclusion of the argument probably 
t elicit violent opposition, an uninitiated reader would scarcely 
ed by Mr. Beddy’s evidence. Instead of speaking at length about 
r unit of investment he reviews the older literature on the dif- 
tween firms and industries in turnover ratios, expense ratios, 
t ratios, etc. Although the book bears a 1940 imprint, the valua- 
tudies of Crum, Epstein, Paton, the National Bureau, and others 
n mentioned. In fact, the whole of this chapter (and much of 
gives the impression of having been written and shelved some 
For instance, the reviewer recalls no citation in the volume later 


Explanation of Profits” offered in the succeeding chapter is at 
In the first place it endeavors to show that some firms have 
over others; e.g., high turnover, lower expenses, favorable 
tter credit facilities, etc., and that these “advantages” permit 
tain a higher profit than their fellows. How one recognizes an 
without first having noted the existence of a “‘profit” is not 

the reviewer. Notwithstanding this difficulty, advantages are al- 
f two types: natural and acquired. Natural advantages yield 

But if they are “acquired,” either deliberately or by accident, they 
rofit’’ (pp. 253-265). Although the author says frequently that 
| acquired advantages are not to be confused, he nowhere de- 
ept inferentially. The location of urban real estate, for ex- 
icquired rather than a natural advantage (p. 256). Similarly, 
from market and proximity to an industrial center are acquired 
natural land qualities. Since profits by definition stem from 
lvantages, chapter XI describes their various bases such as legal 

il factors, inequality of opportunity, economies of scale, product 

n, elimination of competition, chance factors, etc. Acquired 
«vantages are relatively permanent. “Profits may tend to disappear, but 
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a tendency which is never realized on any important scale cannot Occupy 
any prominent place in economic theory’’ (p. 387). | 
Mr. Beddy’s own theory of profits is only part of a general, “non 
functional” theory of distribution apparently applicable to the static state 
or dynamic conditions with equal force. (See pp. 361-370.) The income of 
any person or group of persons is said (p. 366) to consist of (a) a sum 
to cover maintenance and renewal, (b) a compensation for disutilitics 
(c) rent from natural advantages, and (d) profits from acquired advantages 
Consequently, any wage above the subsistence level and that required t 
overcome disutility is rent if it rests on natural advantages (e.2., concert 
singers) and profit if it depends upon acquired advantages (e.g., attor- 
neys) (p. 349). “Interest is . . . similar to profits in the sense that it arises 
from the same causes—acquired advantages—and just as the excess of 
earnings over subsistence wages constitutes profit, so also any reward over 
and above that required for the maintenance and renewal of capital is 
similar in nature to profits” (p. 357). “The reward we know as interes 
cannot arise except by the use of capital, but the more general reward— 
profits—can arise in circumstances which owe nothing to capital” (p. 357) 
What does all this amount to and what purpose does it serve? Clearl 
all the familiar terms—wages, interest, and rent—are given new connot:- 
tions. But to what purpose is not clear. The new categories are no more 
useful statistically than those hallowed by long usage. And on logical 
grounds their marked superiority is not self-evident. If one overlooks the 
author’s peculiar restriction of “natural” advantage with respect to land 
(and hence the derivative concept of land rent) his profit theory is essen: 
tially a “frictional’’ or “monopoly” theory (cf. pp. 146-149). As such his 
analysis may emphasize certain elements treated only briefly by other 
writers. But the problem usually posed by earlier economists was how 
given competitive conditions, mobility of the factors of production, et 
can profits arise and what determines their amount? Mr. Beddy asks dif 
ferent questions and yet criticizes other authors for not giving good an 
swers. Moreover, he should recognize that his concept of profits and what 
he ‘“‘explains” bear little or no relation to recorded accounting profits, the 
non-uniformity of which constituted his original problem. Finally, th 
reader is constantly in doubt as to the applicability of the numerous propos 
tions about profits scattered through the volume. Are they intended t 
apply to profits in the accounting sense, some theoretical sense, or the sp¢ 
cial sense in which he has defined them in his volume? One is never sutt 
One would like to be able to report that Mr. Beddy’s volume ni 7 
fruitful marriage of more recent developments i in economic theory and 
best statistical studies on business profits. As it is, the high hopes with wh 
one approaches the volume are disappointed and one leaves it with th 
feeling that an excellent opportunity has been allowed to go to waste. 
NorMAN S. BUCHANAN 


University of California 
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R. C. The integration of American society. (New York: McGraw-Hill. 
Pp. ix, 228. $2.50.) 
A simply written description of areas of group action, not sufficiently inte- 
| to live up to the promise of its title nor sufficiently profound to 
ve much of an answer to the principal question raised, “Is the development 
f free-standing groups in our society a threat to the hold of American in- 
tions and values upon our people?” (p. 210). The chapters of most 
st to economists, 4 and 5, dealing with corporations, labor unions and 
groups, are extremely superficial. 
S. W., editor. Essays on Maimonides—an octocentennial volume. (New 
Columbia Univ. Press. 1941. Pp. 316. $3.75.) 
Contains an essay of more than 100 pages on the economic ideas of Mai- 
cet, R. H. Principles of economics. (New York: Farrar and Rinehart. 
Pp. xviii, 634. $3.50.) 
E. C. This unbalanced world. (New York: Harper. 1940. Pp. x, 220. 
e author of this book on economic unbalance attempts to diagnose the 
f the malady and prescribe the cure. He argues that the key to business 
fluctuation in the output of durable goods. Next he indicates his rea- 
r rejecting some of the proposed cures for unbalance, including price 
ty, credit control, public works, redistribution of income (‘making 
t rich’’ as he puts it), and other government controls. The cure is to 
nd, the author contends, in the development of private business fore- 
In his words ‘the need is for a dependable estimate of the balanced 
| its probable change. This the business man is not equipped to pro- 
himself. It must be furnished by collective agencies. The most important 
f such agencies is not planning. It is the furnishing of appropriate 
tion regarding the economic activity required for stability. This function 
alled long-range forecasting. When a good understanding of the durable 
t required for balanced needs becomes common knowledge, competi- 
| tend to maintain a reasonable degree of stability instead of driving 
far from it. Information on balanced needs provides the key to a 
legree of stabilization” (p. 92). 
issumptions underlie the proposal: (1) that rough calculations can be 
durable goods required in various industries in terms of a balanced 
and (2) that individual business enterprises can be expected vol- 
to utilize these forecasts in such a way that balance will actually 
To escape the obvious question-begging implications of the first 
n the author urges long-term, as opposed to short-term, forecasting, 
srounds that the long-run factors controlling growth (or decline) of 
try can be evaluated. In spite of some good discussion centering on 
ogical factors, the argument is not convincing. For example, at no 
loes the author grapple with the question of the basic meaning of 
1 a balanced economy.” In what sort of price structure is “need” to 
rpreted? A system permeated with private business controls, or one 
| the government “enforces’’ competition? The author gives no direct 
Perhaps he inadvertently suggests his position in the following state- 
‘ bearing on the second assumption noted above: ‘The fundamental esti- 
led is the amount of an industry’s product required for normal needs 
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in the future. Such forecasts will be the uniform requirement of every com. 
pany within any industry. There is no reason for each company to develop 
an estimate, and each can save a good deal by codperating with others” (p. 151) 
This seems to mean that the managers of a given industry might well combine 
to control investment. And if investment, why not prices and other important 
policies ? 


J. R. Huser 


BREEN, Q., editor. Survey of social science; an introduction to a science of 
ciety. (Eugene, Ore.: Univ. of Ore. Co-op Store. 1940. $3.75.) 

CHENOWETH, C. G. An introduction to economics. (New York: Holt. 194 
Pp. ix, 677. $3.) 

In the preface the author states that “in some respects this volume is just 
another textook . . . not radically different . . . nor treated in an entirely 
original or distinctive manner.” On this keynote he introduces his scheme of 
reorganized procedure of the conventional treatment of value and distriby 
tion which “has always seemed unsatisfactory, and the discussions based upon 
it confused and unrealistic.” Following this he prepares the reader for another 
“novel” item on the economic system as an integrated mechanism, hov 
works, and how it can be made to work more effectively. 

The book, it should be emphasized, is an introduction to economics and 
lays no claim toward expounding principles of economics. The subject is treated 
in a matter-of-fact way, stressing institutional lines of development and the 
business viewpoint as the prevailing pattern of thought in the scheme of 
social organization. Following a presentation of fundamental concepts and 
processes, the author discusses institutional organizations, practices and pr 
cedure. Part III deals with business operation under conditions of competiti 
and monopoly. Money, banking, credit, business fluctuations, domestic and 
foreign exchange and international trade take up the next hundred and fift 
pages. The economic system as an integrated mechanism gets eighty-four pages 
and Part VII, on the distribution of wealth and income (functional! distribu 
tion is covered in thirty-five pages) is concluded with a chapter on radic: 
reform movements. 

Quite obviously the book has been written to fit a particular need, for 
those students who may not be expected to conform to the intellectual discipline 
required for analytical purposes. There is a place for that kind of presenta 
tion and this text would fill that need if it were not for its smug suggestion 
that no more is needed to arrive at an understanding of what economics Is 4 
about. The treatment accorded distribution is pretentious rather than distin 
tive. The somewhat unconventional approach to the study of function 
distribution, if properly qualified, need not have been regarded as in opp0s 
tion to other types of presentation. By reducing the primary functions 1 
production to labor, waiting, and risk taking, the author is inconsistent 1° 
his failure to substitute pains for labor and, as a matter of ultimates, to ba 
arrived at real cost and real incomes. But this might have raised some 

in the mind of the student who might consider labor as something enjoy 
able, intent upon living to work and not just working for a living. Moreove! 
there is another conflict here between the accountant’s point of view on interes 
and profit and the attempt of restatement on real cost. But the issue 's © 
developed. In order to keep the student unconfused on the distributive sh" 
analysis economic rent is ruled out as a separate category of income. 1s 
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me stream, the author says, is nothing but interest and profit anyway— 
hy confuse the issues of arriving at an understanding of how things work ? 
holds that the average reader can understand the terms of the business 
nan and can put his finger on something concrete which he cannot do when 
he reads the analysis of functional distribution offered by theoretical economists. 
He contends, by the authority of Sir Francis Bacon, that a lot of them are 
engaged in spinning cob-webs, hunting about in the jungle, with no profit 

. anybody. In other words, they are a daft lot. 

Climates differ. And intellectual climates differ most of all because the 
es s of accumulated knowledge, perception, and imagination are so varied, 
nd purposes and objectives so different too. Grey is, young friend, all theory, 
nd green of life the golden tree. Isn’t that what Mephistopheles said to 

student when he became too inquisitive about certain matters? 
ERWIN GRAUE 


ap, E. W. Economics of W. S. Jevons. (Washington: Am. Council on 
Affairs. 1940. Pp. 113. $2.50; $2, paper.) 


Mr. Eckard broaches his study of Jevons by a brief but interesting sketch 
ns’ life. Jevons’ contributions to value and distribution theory, espe- 
:pital and interest, his study of the coal question, his works on money 
siness cycles and his views on the social questions of the day are care- 

expounded, occasionally interspersed by critical and explanatory com- 


ch in general the study is sympathetic to Jevons, Mr. Eckard’s 
against the use of mathematics leads to occasional injustice to 
dea. For example, in criticizing Jevons’ point that, if mutton and 
perfect substitutes for each other, variation in the supply of one 
t affect the ratio of exchange between them, Mr. Eckard is clearly 


study is not penetrating, but Mr. Eckard’s thoroughness in bringing 
ideas together makes the book worth reading. 


EARL ROLPH 


A. H. Fiscal policy and business cycles. (New York: Norton. 1941. 
2. $3.75.) 
F. A. The pure theory of capital. (London: Macmillan. 1941. Pp. xxxi, 
54. $3.50. 
W. I. The causes of economic fluctuations. Rev. ed. (New York: Ronald. 
‘1. Pp. 376. $3.50.) 
URA, H. Zur Theorie des internationalen Handels: Ein kritischer Beitrag. 
telden, Switzerland: Neuenschwander. 1941. Pp. xviii, 269.) 
A. Preisstop und Produktionskosten, Ein akademischer Vortrag. Min- 
mae Volkswirtschaftliche Studien heft 30. (Jena: Fischer. 1940. Pp. 26. 
) 
LEONTIEF, W. W. The structure of American economy, 1919-1929: an em- 
pirical ap plication of equilibrium analysis. (Cambridge: Harvard Univ. Press. 
il. Pp. xi, 181. $2.50.) 
A. Die raumliche Ordnung der Wirtschaft: Eine Untersuchung iiber 
'!, Wirtschaftsgebiete und internationalen Handel. (Jena: Fischer. 
Pp. vili, 348. RM. 12.) 
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Mack, R. P. The flow of business funds and consumer purchasing power. (Ney 
York: Columbia Univ. Press. 1941. Pp. xvii, 400. $3.75.) 

McFERREN, R. Distribution—essays on modern economics and conéditio) 
(Webster City, Iowa: Author. 1940. Pp. 262. $1.) 

McNair, M. P. and Meriam, R. S. Problems in business economics. (Ney 
York: McGraw-Hill. 1941. Pp. xiv, 654. $5.) 


This book was written to acquaint the prospective business executive with the 
modes of thought used by economists. The authors believe that a familiarir 
with such reasoning will help the student to make decisions concerning th, 
economy of the single firm, e.g., problems of price, rate of operation, inves 
ment, expansion and contraction, and that, after such a study, he will have ; 
better understanding of the relations between the single firm and the economy 
as a whole. All this should develop an intelligent opinion concerning the eo. 
nomic aspects of public policy. The book is primarily a series of cases designed 
to bridge the gap between the usual undergraduate course in economics and 
professional instruction in business management. There are introducton 
notes to satisfy those who have little knowledge of the subject. 

Admittedly there is no logic to the arrangement of topics (p. vi), for ti 
sequence was chosen with a view toward pedagogy rather than the systema 
treatment of any organized body of doctrine. The cases are classified under 
six main headings: Profits and Risk, Demand, The Behavior of Costs, Supp) 
and Demand Analysis, Business Cycles and Business Policies, and Curren 
Problems of Public Policy. This list in no way reveals the wealth of mater 
that is included in both the cases and the introductory notes. 

The success of a case book as a pedagogical device depends as much upon 
the arrangement of material as upon the skill used in selecting the problems 
In this, the authors have succeeded remarkably well. The essay on Demani 
contains no extended treatment of derived demand and yet, by classification 
the subject can be covered with a very brief note. Much substance is given te 
the section on costs by this method. 

An evaluation of the book without observing its effectiveness in the clas- 
room is difficult. This reviewer was impressed with the skill exercised in t 
selection and preparation of cases and he is inclined to believe that, in 
hands of a competent instructor, it should be highly successful. The organiz- 
tion of sections, when emphasized, should do much to supplement the intr 
ductory notes. However, there are disappointments. The section on Proiit 
and Risk could be used to indicate how resources are allocated in an economy 
where free choice is exercised. This would do much to give the analysis 0! 
absolute and relative profits meaning. The note on economists’ costs confus 
factor costs and fixed costs (pp. 167, 169). Perhaps economists dealing wi 
business students could dissolve the ambiguity of the literature on this poist 

Epwarp G. NELSON 


Moore, J. H. and Hock, M. L. Readings in modern economics. (New Yor 
Nelson. 1941. Pp. 686. $3.50.) . 
“A history of economics and a discussion of economic problems ane pit 
ciples compiled from various authorities, to be used as a college textbook 
PANZACCHI, A. Nuova fatti e nuove dottrine sull’impiego della mano a ope 
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ione del Prof. Felice Vinci. (Bologna: Tipografia compositori. 1940. 
5.) 
GruLIo. La dinamica dell’ interesse nell’ economia capitalistica. (Pa- 
Cedam. 1940. Pp. 179. L. 25.) 
th reference to a paper advocating 2 pure theory of interest, published 
(see Frank A. Fetter, ‘Interest Theory and Price Movements,” The 
in Economic Review Supplement, March, 1927, pp. 62-105), an Italian 
of the same school of thought defends now similar ideas in his recent 
relating to the dynamics of interest in a capitalistic economy. This 
al theory, or “theory of economic oscillations” as it has been called 
country, finds itself in contrast with mere quantitative measurements 
regarding price changes and rates of interest. The object of the essay is, ac- 
, to the introduction, to examine with different methods the single 
ms of rates of interest which have been recognized empirically. They 
n grouped into four chapters. 
first chapter relates primarily to B6hm-Bawerk’s fundamental theory 
nium and the subjective value of the Austrian “‘grenznutzen’’ school, 
time preference. Chapter 2 tries to prove that there prevails one 
| trend in historically decisive interest doctrines: theories justifying the 
enon of interest consider it a dynamic fact bound to sociological 
The next and longest part of the book elaborates on various saving 
ssifying them as rational and other, non-reasoning examples. A very 
| chapter concludes that in our modern capitalistic society interest 
st in diverse forms. The author’s main conclusion is that the ultimate 
terest rates is psychological, It is no new disclosure; indeed, there 


lreds of quotations from American and European literature, but the 
ks a bibliographical index. PAUL UCKER 


. Employment and equilibrium—a theoretical discussion. (London: 
joa. Pp. xi, 283. $3.) 
]. Production and distribution theories: the formative period. (New 
et 1941. Pp. vii, 392. $3.50.) 
H. H. Deficit spending and the national income. (New York: Farrar 
hart. 1941. Pp. ix, 429. $3.50.) 
Analisi economiche. Serie seconda. (Bologna: Zanichelli. 1940. Pp. 
0.) 
_ 1 concetti statistici dell’ analisi economica. Appendice: I primi cento 
ncetti fondamentali. (Bologna: Zanichelli. 1941. Pp. 96. L. 12.) 
R. E. Introduction to the social sciences: a syllabus. (Conway, Ark.: 
rix College. 1940. Pp. 65. $1.) 
K. National unity and disunity: the nation as a bio-social organism. 
gton, Ind.; Principia Press, 1941. Pp. xv, 408. $3.50.) 
mission for Research in Economics: report for 1940. (Chicago: 
— 1940. Pp. 16.) 
of the Institute of Economics and Finance, Occidental College: 
ee Angeles, California, October 17-19, 1940. (Los Angeles: 
College. 1941. Pp. 76.) 
phy and religion; a symposium. (New York: Conference on 
>hilosophy and Religion. 1941. Pp. 451. $1.50.) 
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“Papers . . . prepared for the initial meeting of the Conference in Sep. 
tember, 1940.” r 
Social Science Research Council: annual report 1939-1940. (New York: Sq 
Science Res. Council. 1941. Pp. 60.) 
Survey of business research projects at universities. (Washington: U. §. Dept 
of Commerce. Pp. 185, mimeographed.) 


Economic History and Geography 


Great Britain Under Protection. By FREDERIC BENHAM. (New York 
Macmillan. 1941. Pp. xvi, 271. $2.50.) 

This volume, prepared under the auspices of the Carnegie Endowment 
for International Peace, is one of a series of four on the recent commerci:! 
policies of leading European countries. The companion study on France 
by Professor Haight, has also been published; two others, on Italy and 
Germany, are in process. The four together will fill the great need, which 
teachers and students have alike felt for a number of years, for honest and 
well-organized accounts of the complex European developments in thi 
field since 1918. 

Mr. Benham’s book has the great merit that it gives a comprehensive 
and unified view of nearly the whole of British economic foreign polic 
The British protective tariff alone clearly cannot be comprehended ad 
quately except in the light of the measures of quantitative trade control 
foreign exchange intervention, general monetary policy and the like whic: 
accompanied and supplemented the tariff proper; and none of these meas 
ures can be understood except in terms of the post-1918 changes in Britain's 
economic position as a whole, both internally and vis-a-vis other countries 
Mr. Benham offers a balanced and judicious account of all these factor 
and of their combined effects on British economic development. 

Britain’s dramatic shift to protection in many forms and on many fronts 
and away from the free-trade policy of which she had so long been the 
great example, was due to two principal factors. One was obviously the 
acute and protracted depression that began in 1929. The other, less spec 
tacular but not unimportant, was the fact that Britain had for years been 
falling behind her rivals in international trade, and that for this and other 
reasons unemployment had been relatively severe most of the time since 
1920. On both grounds, protection seemed an experiment worth trying, i 
only because other countries were doing better than Britain and also hac 
protection. Post hoc, ergo propter hoc! How much part was played by th 
purely political desire to bind tighter the links of Empire solidarity, 2% 
to do so by granting trade preferences, is not made clear. At all events, 
sequence of events in and after 1931—the abandonment of gold, the p2 
sage of comprehensive protective tariffs, the installation of quota 
licensing systems (partly in conjunction with private but officially sa 
tioned participations in international cartels), the Ottawa agreements, 
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the Exchange Equalization Account as a deliberate device for holding down 
e of sterling exchange to help the export industries, the negotiation 
network of variegated commercial treaties, and even the use of part 
r all of these measures to bring rather severe pressure to bear on other 
intries (notably the Argentine and some of the smaller European na- 
ns)—all form part of the development and application of what was 
tially a single unified policy of governmental protection and promo- 

f British trade and industry. 
w far the policy was really effective, it is impossible as yet to judge. 
xperienced a iarge and sustained economic recovery after 1932, 
the two chief reasons for the recovery—the housing boom and later 
nament program—had no very close and direct connection with pro- 
n. Cheap food imports and low interest rates helped, as did the 
lus to investment in certain protected industries, but these were not 
major factors in the recovery. For a time, the new commercial and 
yn-exchange policies did give British exports a competitive advan- 
but the devaluation of other currencies, increases in the tariffs of 
r countries, and the steady growth of bilateral trade and payment agree- 
ne the rest of the world whittled this advantage away over time. 
[mperial Preference was not a marked success on the most favorable view, 
n easily be interpreted as a failure. It was achieved in the main, of 
not by lowering previous tariffs but by creating a new tariff from 
h preferential “‘concessions’’ could then be made. Empire suppliers 
re merely substituted for cheaper non-Empire suppliers, sometimes at 
the price of a net reduction in total imports from all sources and usually 
lecrease in real British welfare; and the other Empire countries 
ten discontented rather than pleased by the end-results. It can also 
ed that the Ottawa agreements, by seeming to tighten the com- 
il straitjacket around Germany, helped precipitate the rise of German 
power and hence the war; on this Mr. Benham casts no light. Be 
may, it seems clear that the protectionist, isolationist and some- 
in retrospect) sheerly stupid character of the new British interna- 
nomic policy as a whole, plus the contemporary French quota 
plus (last but far from least) our own earlier tariff and Inter-Ally 
ies, were together creating a world situation which was increas- 
tolerable and hence explosive, in the political as well as in the 
nomic sphere. The first stone should not be cast at Britain, though 
ok the two most spectacular steps—abandoning gold and adopting 


| Monetary and Economic Conference of 1933, the actual use of 


the reader will regret that only two major industries are subjected to 
xamination; and that Mr. Benham made no substantial attempt 
his wealth of factual material to the perplexing problems center- 
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ing around the general theory of protection and free trade (for example 
under quasi-monopoly conditions, as in steel). The frequent unqualified 
implication that exchange depreciation checks imports permanently, 4. 
tually true only under rigid price and income conditions (as Mr. Benham 
once states himself), is also unfortunate, but minor. The book as a whol 
is an admirable contribution to the study of international economic tel;. 
tions. 

JAMES W. ANGELL 

Columbia Universit) 


Report of the Royal Commission on Dominion-Provincial Relations. Book 
I. Canada 1867-1939. Book II. Recommendations. Book III. Docy- 
mentation. (Ottawa: King’s Printer. 1940. Pp. 259, 295, 219. $1 


The Royal Commission has been used often in Canada in recent year 
to ascertain facts and make recommendations on issues of national polic 
In reports on unemployment, rigid prices and individual industries, and 
in the present broad study of fiscal relationships, much information 
interest to economists and students of public affairs in all countries has 
been presented in well ordered form. Book III of this Report is a veritable 
mine of financial materials hitherto available only in widely scattered form 
The success with which the legislators in the Dominion have been able t 
shift the arduous tasks of investigation and recommendation onto the per 
haps more expert shoulders of the jurist-economist members of the com 
missions is not without interest to the student of the democratic process 
This so-called Rowell-Sirois Commission was composed of two of the 
Dominion’s leading jurists, an outstanding editor, an economist, and 2 
political scientist, all from outside the government proper. A large and 
competent research staff provided studies in the field of public finance 
national income, and general economic development to buttress the in- 
formation the Commission gleaned in public hearings throughout thi 
Dominion. Some twenty-four of these research studies may now be ob 
tained in monograph form from the King’s Printer. 

This Commission was appointed by Order-in-council on August 14 
1937. Its broad authorization was to reéxamine the economic and financil 
basis of the then seventy-year old Canadian Confederation and also t 
report on the distribution of legislative powers between the Dominion a1¢ 
provincial governments. Its attention was especially directed toward the 
division of government burdens between the Dominion and provincil 
governments in relation to their respective (constitutionally appointec 
revenue sources, to examine the efficiency and fairness of the present t& 
system, the burden of public debts, and Dominion subsidies and grants 
the provinces. 

Volume I of the Report is perhaps the most comprehensive econom 
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i f the Dominion available for the post-Confederation period. In 
nada politics and economics have frequently been at odds. Most Cana- 
nomic regions, separated by stretches of unproductive territory, are 
rthward extension of similar regions in the United States, and 
‘ategration along north-south lines would have entailed less cost than the 
east-west development that the preservation of political unity and inde- 
sendence has seemed to demand. The cost of public works has strained 
credit of the weaker provincial governments. When the Confederation 
established the Dominion government took over the power to levy 
t taxes, principally the customs tariff. Prior to the first World War, 
; the major source of revenue in Canada. Compensation was given 
e provinces in the form of monetary grants. The principal burden of 
ial services has fallen of late on the provinces, however, and some re- 
tment of tax power or redistribution of social service burdens is 
ssary as the provinces drift further and further into debt. The tax 
is unsatisfactory, and duplicate taxes are imposed by Dominion 
| provincial governments in some instances, as on corporation income. 
In Volume II, the Commission makes two alternative suggestions for 
lealing with the financial dilemma. Under Plan 1, the Dominion would 
the whole burden of relief for the employable unemployed, now 
largely borne by the provinces, and also the servicing of the provincial debt. 
eturn the provinces would surrender certain Dominion subsidies and 
g power now shared with the Dominion. Plan 2, to be used if Plan 1 
roved unacceptable, provides that the Dominion should immediately 
me responsibility for the unemployed. 
e Commission also proposes a new system of Dominion-provincial 
bring all the provinces up to a minimum level of social services. 
This scheme closely follows that adopted in Australia several years ago. 
In general, the Report looks toward greater centralization of financial con- 
t ‘or this reason it has received a cold reception at the hands of a 
ty of the provincial governments. 
he recommendations of this Commission have suggested a line of 
y which may serve as the ultimate basis for resolving the old struggle 
1 the weaker and stronger economic regions of Canada and, there- 
f interest wherever the federal system is on trial. 
O. J. McDIARMID 


egie Institute of Technology 
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F. Australia and the United States. America looks ahead, no. 1. 
World Peace Found. 1941. Pp. 68. 50c; 25c, paper.) 
ON H. R., and Linpqulisr, E. F. Selected test items in American history. 
Harry Berg. Nat. Counc. for Soc. Stud. bull. no. 6. (Cambridge: 
il for Social Studies. 1940. Pp. 93. 75c.) 
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ANDREWS, W. The Vanderbilt legend; the story of the Vanderbilt fam), 
1794-1940. (New York: Harcourt Brace. 1941. Pp. 464. $3.50.) 
AOKI, N. and others. Economic and financial conditions in Japan, Manchoyb, 
and China. E. Asia econ. intelligence ser., no. 2. (S. Pasadena, Calif.: Pp 

and Ione Perkins. 1940. Pp. 66. 15c.) 

BARBER, J., JR. Hawaii: restless rampart. (Indianapolis: Bobbs-Merril], 194; 
Pp. 285. $2.75.) 

“A study of the complex factors which exist in Hawaii today, discussed ip 
terms of national security.” 

BAXTER, W. J. Japan and America must work together! a program for America 
recovery that will work. (New York: Internat. Econ. Research Bur. 1940, Pp 
100. $2.) 

“The author believes that the Japanese have proven themselves better able 
as a race, to adapt themselves to modern mechanized civilization, than othe; 
peoples, and that, therefore, America’s most prosperous future lies in co. 
operation with the ‘rising empire’ of Japan rather than with China or the 
‘declining empire’ of Britain.” 


BONNELL, A. T. German control over international economic relations, 19% 
1940. (Urbana: Univ. of Illinois Press. 1940. Pp. 167. $2.) 
his book is an attempt to give an objective view of Germany's commerci 
and financial policies in the decade preceding the second World War. In 
Preface Dr. Bonnell writes: 
To the National Socialists has been assigned a great deal of the x 
sponsibility for the disruption of normal international economic and finan 


cial relatons between nations. However, to a considerable extent, Germ: 

control measures were consequences, rather than causes, of internation: 

disequilibria. Germany was not so much the source of international ¢ 
nomic and financial disturbances as a medium through which shocks orig 
nating elsewhere were transmitted to other parts of the world economy 

After an introductory chapter reviewing the circumstances which led to the 
financial crisis of 1931, there follows a detailed description of the various meas 
ures of exchange control, moratoria and standstill agreements. Chapter V deals 
with import control, chapter VI describes the policies designed to stimulate 
exports and a concluding chapter summarizes the effects of German contro! 

Based very largely on German sources, the book is written for specialists 
in foreign exchange and trade policies. The author immerses the reader 
sea of administrative regulations, throwing him only an occasional help! 
generalization. A specimen of the latter is the statement on page 118 tc 
ing the German use of blocked marks. “From the National Socialist stanc 
point, the fulfillment of ‘national destiny’ seemed more important than th 
fulfillment of international! obligations.” 

Exchange control and the very complete regulation of import and export 
trade, the writer finds, aided the transition from peace to a war economy. ! 
avoids a direct statement of the effect upon internal economic conditions 
implies that the standard of living was lowered. ‘‘Autarchy, coupled with : 
policy of public works and rearmament, brought with it the blessing 
voluntary scarcity,’ namely, full employment, rather than the ‘scourge 0 
plenty,’ market surfeit and idleness.” In international relations he does : 
deny that the German policies resulted in disturbing wig og and econom 
equilibrium, but he lifts the burden of responsibility from the shoulders 0! 
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ind his advisers by repeating the observation already quoted from the 
e. In these and other remarks there seems a tendency to confuse the state- 

f what actually happened with its justification. 
e material treated does not lend itself to easy exposition, but the author 
ne little to help the reader. On many pages the text appears like the mere 

of a book, in 1-2-3, (a) (b) (c) fashion. Moreover, it could have 

h improved by more careful editing and proofreading. 
Percy W. BIDWELL 


}. C. and Roserts, L. E., editors. Studies in Georgia history and gov- 
(Athens: Univ. of Georgia Press. 1940. Pp. 298. $2.50.) 
['welve essays in a volume published in honor of Professor John H. T. 
rson. 
Japan since 1931; its political and social developments. (New 
st. of Pacific Relations. 1940. Pp. xii, 149. $1.25.) 
r, G. H. A French view of the Netherlands Indies. Translated by 
E. Lilienthal. (New York: Oxford, for Am. Council, Inst. of Pacific 
ns Rage Pp. viii, 133. $1.50.) 
SON, P. Propaganda and the American revolution, 1763-1783. (Chapel 
Univ. of North Carolina Press. 1941. Pp. 476. $4.) 
son, F. G. and Eakin, F. The Illinois segment of the nation’s economy 
‘a bookkeeping picture. Bur. of bus. res. bull. ser. no. 60. (Urbana, 
Univ. of Illinois. 1940. Pp. 132.) 
Henry Moore Teller: defender of the West. (Caldwell, Idaho: Cax- 
1. Pp. 409. $5.) 
E. McK. The Supreme Court and the New Dea!. (Los Angeles: 
ise. 1941. Pp. 260. $2.) 
%, H. U. and others. The American way of life; a history. (New 
Harper. 1941. Pp. 756. $2.20.) 
P.S Bi usiness and slavery; the New Y ork merchants and the irrespressible 
. (Chapel Hill: Univ. of North Carolina Press. 1941. Pp. 365. $4.) 
ly of the efforts made by the New York merchants to compromise 
tw . the North and the South.” 
GH, R. and TARMAN, H. J. Pennsylvania, the story of a common- 
(aesburg Pa.: Bd. Service. 1940. Pp. 621. $2.24.) 
. and HANNAN, E. Dollars in Latin America: an old problem in 
Stud. in Am. foreign rel. no. 1. (New York: Council on For- 
ations. 1941. Pp. vii, 102. $1.50.) 


to be expected of a publication issued by the Council on Foreign 

this, the first of a series of studies in American foreign relations, 

ably prepared. The principal task of the authors has been one of 

Most of the factual material which forms the base of their study 

vailable in separate studies. A few volumes, like Cleona Lewis's 

‘'s Stake in International Investments, already covered much of the same 

but Mr. Feuerlein and Miss Hannan have arranged their material in 

lable form, and have carried it down to the current year—which 

t because of the changes brought about by the new world war, and 

of the emphasis which the government of the United States is placing 

sphere solidarity. While many of the basic facts remain unchanged, 

eceived new importance—and are calling for new solutions—be- 
anged world conditions. 

; Latin America begins by summarizing the different types of 


D.. 
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dollar investments in Latin American countries, and the national policies 
affecting them. It then deals at length with the history of defaults of dolla; 
obligations and the various efforts to establish a new debtor-creditor relation. 
ship. The fate of direct investments is also discussed, together with the 
tendencies in different countries to place limitations on the activities of foreign 
capital. Finally—and necessarily only very sketchily—the book discusses some 
of the problems inherent in seeking to adjust local nationalist movements to 
the legitimate protection of foreign (7.e., American) capital, and touche 
lightly on new investments and the development of new imports. 

The principal merit of the volume is that, with a notable absence of partiality 
and a minimum injection of opinion, it sets before the reader a well-rounced 
picture of the main aspects of the problem. It is not a book for persons wish. 
ing a full analysis of American investments in particular countries, but jt 
should be useful as a primer on the economic bases of closer hemisphere 
codperation. The authors seem fully aware of what many persons in Wash 
ington and in Latin American capitals do not like to face frankly—that the 
settlement of outstanding defaulted debts and the protection of legitimate 
existing investments must be achieved if new investments, whether in the 
form of loans or of direct investments, are to serve as the basis of a sound 
long-range policy of economic codperation. At the same time they stress the 
fact that the key to the wholé problem is to be found in discovering new 
markets for the products of Latin America. Unless the Latin American nations 
can sell more to us, or can sell their products elsewhere in order to pay us, 
they will have difficulty in making payments of interest on debts, in trans 
ferring funds for payment of dividends on direct investments, and in finding 
the wherewithal with which to purchase more goods from the United State 
Just how this can be done the authors do not dogmatically state—which is 
just as well, since no really sound “‘solution” has yet been put forward by any- 
one. Little would be gained by adding another to the long list of panaceas 
and nostrums, beginning with such absurd schemes as Assistant Secretary of 
State Berle’s plan last summer for a super-Inter-American Trading Corpora 
tion to handle the marketing of all hemisphere products and to put into effect 
economic planning on a hemispherical scale. The authors seem quite aware that 
the logic of events makes it probably inevitable that short-term expedients wil 
have to take precedence over long-term programs—at least until the outcome 
of the present world war is more clearly discernible. 

NICHOLAS RooseVEL1 


Furniss, E. S. A new state faces a difficult world . . . the position of Turke 
today. (New Haven: Yale Literary Magazine. 1940. Pp. 83. $1.) . 
GOLDMAN, E. F. Historiography and urbanization; essays in American [sto 
in honor of W. Stull Holt. (Baltimore: Johns Hopkins Press. 1941. Pp. 22 

$2.50.) 

Gorpbon, M. Workers before and after Lenin. (New York: Dutton. 1941 Pp 
524. $4.) 

Gorvon, W. C. The expropriation of foreign owned property in Me 
abridgement of thesis. (New York: N. Y. Univ. Grad. School of Arts & 
Science. 1941. Pp. 15. 75c.) 

HaFEN, L. R. and RisTer, C. C. Western America; the exploration, setiiem: 
and development of the region beyond the Mississippi. (New York: Prentice 
Hall. 1941. Pp. 722. $4.65.) 
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yaicHt, F. A. A history of French commercial policies. Carnegie Endowment 

~ for Internat. Peace, Commercial and tariff history. (New York: Macmillan. 
1941. Pp. 302. $2.50.) 

HaNKE, L. and BURGUN, M., editors. Handbook of Latin American Studies: 

No. 5. For the Committee on Latin American Stud. of the Am. Council 

f Learned Societies. (Cambridge: Harvard Univ. Press. 1940. Pp. xvi, 476.) 
A selective guide to the material published in 1939 on anthropology, 
archives, art, economics, education, folklore, geography, government, history, 
international relations, law, language and literature, libraries, music and 
pnu ypny. 
HerrING, H. L. Southern industry and regional development. (Chapel Hill: 
Univ. of North Carolina Press. 1940. Pp. xiti, 103. $1.) 
tut, C. and STRESEMANN, J. The foreign policy of the United States: United 
tes business in a world of controlled economy, and economic reorganization 
Europe in the event of a German victory. Internat. conciliation no. 365. 
(New York: Carnegie Endowment for Internat. Peace. 1940. Pp. 27. 5c.) 
uns, D. R. Growth and decline of agricultural villages. (New York: Bur. 
f Pubs., Teachers Coll., Columbia Univ. 1940. Pp. v, 95. $1.60.) 
loHNSTONE, W. C. The United States and Japan’s new order, (New York: 
ford Univ. Press. 1941. Pp. xii, 392. $3.) 
s, A. W. Life, liberty, and property; a story of conflict and a measurement 
icting rights. (Philadelphia: Lippincott. 1941. Pp. 397. $3.50.) 

a survey undertaken in Akron, Ohio, with . . . background material 
of the development of labor relations and class cleavage in the city.” 
rANE, J. H. and WAINHOUSE, D. W. A history of American foreign policy, 

76-1940. 2nd rev. ed. (New York: Doubleday. 1941. Pp. 1037. $6.) 
M. G. What plight the farmer? A study of agricultural economics, 1933- 

(Cornelia, Ga.: Farm Furrows. 1940. Pp. 33. 25c.) 

x, A. R. M. Canada and the Far East—1940. 1. P. R. inquiry ser. (New 

Inst. of Pacific Relations. 1940. Pp. ix, 152. $1.25.) 

, R. M. and others. The roots of totalitarianism. James-Patten-Rowe 
ph. ser., no. 9. (Philadelphia: Am. Acad. of Pol. & Soc. Sci. 1940. Pp. 

GH, N. Ireland in the age of reform and revolution; a commentary on 

Irish relations and on political forces in Ireland, 1840-1921. (New 

Macmillan. 1941. Pp. 272. $2.50.) 

IETA Y NUNEZ, L. Los Tarascos; monografia histérica, etno- 

y econdmica. (México: Imprenta Universitaria. 1940. Pp. bxxiii, 311.) 

W. Greece and the Greeks; a survey of Greek civilization. (New York: 
ullan. 1941. Pp. 522. $3.) 

\ survey for secondary schools.” 
iELL, L. $., BOWMAN, E., and PHELPS, M., My country ’tis of thee, the 
nd abuse of natural resources. (New York: Macmillan. 1940. Pp. xv, 335. 
un theme of this stimulating and valuable study of three basic na- 
resources of the United States—soil, coal, and petroleum—is this: private 
fit-seeking business enterprise has proved incapable of adequately safe- 
g and husbanding natural resources and increased government con- 
s and other institutional adjustments are necessary to assure reforms. Be- 
ng that such reforms can succeed in a democracy only if backed by public 
mn, the authors speak to a vast audience, in fact to all those “not too 
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young to think and not too old to feel,” and deliberately mix emotional ,, 
peal with historical analysis and objective reporting, yes, even poetry with 
statistics. A bold experiment, no doubt, but worth trying! The book reflec: 
not only the ability and competence of the writers, their training, knowledg: 
and skill of presentation but also the patient effort devoted to its preparation 

The outline is quite simple. Each resource is treated in three chapters 4: 
ranged as follows: (1) a dramatic account of the present state of affairs, p04 
and bad; (2) an historico-institutional analysis of the causes responsible fo, 
this state of affairs; (3) a geological case-history leading up to the oresen: 
situation as regards reserves, rate of use and abuse, etc. The treatment j 
definitely focused on the human values and interests involved. These three 
case studies converge in the last chapter upon a general philosophy and p, 
gram of resource use. The controversial issues in which the problem abound 
are faced with courage—a courage which springs from an abiding faith js 
American democracy. 


ERICH W. ZIMMERMANN 


O’Connor, H. The Astors. (New York: Knopf. 1941. Pp. viii, 488. $3.75.) 
ParKEs, H. B. Recent America; a history of the United States since 1900. (Nes 
York: Crowell. 1941. Pp. viti, 664. $4.50.) 

Despite its subtitle, A History of the United States Since 1900, this book 
devotes nearly one-third of its six hundred odd pages to an introductory s 
tion on the last three decades of the nineteenth century. This long introduction 
is well worth the space taken, for it provides an unusually clear summary of 
American development from the Civil War to 1900. 

The main part of the book is divided into four sections entitled respectivel 
The Progressive Era, The World War, The Twenties, and The Thirties. Em 
phasis is divided between political and economic aspects of our history. Amen- 
can foreign policy is given much attention throughout. Cultural history is treated 
more briefly. The chapters on economic history, especially those in the intro- 
duction and those covering the last two decades, are models of clear, we 
balanced, and well-informed treatment in brief compass. The analyses of recent 
industrial and agricultural problems are on the whole better than can be found 
in most purely economic histories. 

The author suggests that twentieth century America has been confronted 
with five great problems, namely, “economic insecurity, economic inequalit 
the waste of natural resources, international rivalries and wars, and the clasi 
of values and traditions among different sections of the American people 
(p. 626). The history of the last forty years is largely the account of 
attempt to deal with these problems. Despite some promising efforts towaté 
solution, the maladjustments not only remain but have become more seri0u' 
But, like Louis Hacker in his recently published The Triumph of America 
Capitalism, the author ends on a note of optimism, a declaration of faith 
the ability of the American people to solve these problems and at the sam 
time retain their democratic institutions. 


appreciably to the usefulness of the book. 


GEORGE R. TAYLO! 


The whole book is written in a lucid and forthright style. The bibliograp 
references accompanying each chapter, as well as the statistical appena'x, # 


Economic History and Geography 383 


R. R., WricuT, J. K., Weaver, J. C. and Famcuitp, J. E. The Eu- 
possessions in the Caribbean area. (New York: Am. Geographical 
ty. 1941. Pp. vii, 112.) 
\ compilation of facts concerning their population, physical geography, 
ces, industries, trade, government, and strategic importance. 
ys, G. W. and TILTon, L. D., editors. Los Angeles; preface to a master 
Pub. xix of Pac. Southwest ‘Acad. (Los Angeles: Ward Ritchie. 1941. 
vi, 303. $3.; $2., paper.) 
ritical and interpretive study of Los Angeles. Such problems as land use, 
using, zoning, industrial growth, business decentralization, traffic and trans- 
rtation are discussed by twenty-one authors. The book contains 80 photo- 
raphs, 1 " charts and maps, and 25 tables. 
M. A history of Soviet foreign policy. (New York: Workers Lib. Pub. 
Pp. 79. 15c.) 
r, A. M. Political and social growth of the American people, 1865- 
3rd ed. (New York: Macmillan. 1941. Pp. 804. $3.25.) 
CHUMAN, F, L. Night over Europe; the diplomacy of Nemesis, 1939-1940. 
(Ne w York: Knopf. 1941. Pp. 634 $3.50.) 
R. S. The Spanish guild merchant: a history of the consulado, 1250- 
(Durham: Duke Univ. Press. 1940. Pp. xii, 167. $2.50.) 
; stuuy should be widely accepted as indispensable background for the 
nding of the so-called “merchant guild’ of Seville (Consulado or 
dad de los Cargadores a las Indias, 1543). Back of this monopoly of 
th America lay similar foreign trade concessions to Burgos (1494) and 
10 (1511), both attempts to regulate wool exports and in that sense 
ths from the older Mesta. Still further back lay the medieval Catalan- 
nese ‘‘sea consulate,” which resembled organizations in Genoa, Mar- 
and elsewhere in the western Mediterranean. 
he development of the Spanish consulados de mar from maritime and 
ntile associations is traced with lucidity and impressive brevity from a 
f original materials. Thus is bridged the transition period between the 
greatness of Mediterranean Spain in late medieval times and 
e-dominated Spain as a world power in early modern times. The specialist 
t more than illuminating synthesis from the book, and the non-specialist 
nd it most informing and easy to read. 
dary aim of the study is not so impressively attained. Taking a loose 
on of merchant guilds framed by Doren long ago, the author tries to 
ymmon pattern for assorted Mediterranean and Transalpine commercial 
After all, the differences in geographic environment, in social institu- 
| in phases of development as of common periods were not all minor 
One may even regret that a basically research effort turned so far aside 
held of synthesis where the likenesses are obvious and the unlikenesses 


M. M. KNIGHT 


D. L. Introduction to commercial geography. (New York: Longmans 
10. Pp. 247. $1.20.) 
I Rte Ie struggle for North China. I. P. R. inquiry ser. (New York: 
c Relations. 1940. Pp. xiv, 250. $2.) 
D. S. "Social and economic aspects of Swedish movements, 1750-1933 
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Inst. for Soc. Sci., Stockholm Univ. and Inst. of Human Rel., Yale Uniy 
(New York: Macmillan. 1941. Pp. 510. $6.) 

“This is the first volume in a series concerned with the interrelationships o; 
social and economic factors and population development in Sweden. Tho; 
oughly documented with charts and tables.” 

VAN DER Siice, A. International labor, diplomacy, and peace, 1914-1919 
(Philadelphia: Univ. of Pennsylvania Press. 1941. Pp. xi, 408. $4.) 

WALKER, E. History of South Africa. 2nd ed. (New York: Longmans Gree 
1940. Pp. 710. $5.40.) 

WALKER, R. A. The planning function in urban government. Soc. sci. stud. n 
39. (Chicago: Univ. of Chicago Press. 1941. Pp. 397. $3.) 

Wess, B. P. My apprenticeship. 2 vol. (New York: Penguin Books. 1941, P» 
503. 25c each vol.) 

WHITBECK, R. H. and Fincn, V. C. Economic geography; a regional surve 
4th ed. (New York: McGraw-Hill. 1941. Pp. xii, 647. $3.50.) 

“In the present revision greater stress has been placed upon regional con 
trasts.”” 

Witcus, A. C. The development of Hispanic America. (New York: Farrar an 
Rinehart. 1941. Pp. xviii, 941. $4.75.) 

“A history of the twenty countries of Hispanic America from the end of 
the 15th century to the present.” 

WILSON, C. M. Central America, challenge and op portunity. (New York: Holt 
1941. Pp. 303. $3.) 

“A survey of the nations of the Caribbean basin, the six Central Americar 

republics, Colombia, in South America, and Cuba and Jamaica in the Carib. 


commerce, politics and particularly the agriculture of each.” 

Administrative procedure in government agencies, report of the committee 
administrative procedure, appointed by the Attorney General, at the regu 
of the President, to investigate the need for procedural reform in var 
administative tribunals and to suggest improvements therein. (Washington 
Supt. Docs. 1941. Pp. 474. 50c.) 

Advertising by the states. (Chicago: Council of State Governments, 1940. Pp 
31. $1.) 

Communities and neighborhoods in land use planning. County planning ser. 0 
6. (Washington: Supt. Docs. 1940. Pp. 7.) 

The heavy industry of thei: present conditions of the exploitatio 
natural resources in Manchoukuo. E. Asia econ. intelligence ser. no. 3. | 
Pasadena, Calif.: P. D. and Ione Perkins. 1940. Pp. 91. 40c.} 

An inquiry into national income of Japan, by the research division of the Japan 
Economic Federation. E. Asia economic intelligence ser. no. 1. (S. Pasadena 
Calif.: P. D. and Ione Perkins. 1940. Pp. 126. 80c.) 

Men and resources; a study of economic opportunity in the Pacific Northwe 
(Portland, Ore.: Northwest Regional Council. 1941. Pp. 81. 75c.) 

Problems of the Pacific, 1939: proceedings of the study meeting of the Institw 
of Pacific Relations, Virginia Beach, Virginia, November 18-December - 
1939. Edited by KATE MITCHELL and W. L. HOLLaNp. (New York: las 
tute of Pacific Relations. 1940. Pp. viii, 299. $3.50.) 

The economic, political and military positions of Japan and China are 
viewed in this volume. A good account of the effects of war and of tt 
developments of recent years upon Chinese unification is combined wit ! 


bean Sea, giving an historical background for each country and discussing the 
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itement of the problems which any program for reconstruction in China 
\| have to face (pp. 11-14, 49-61). A succinct analysis of the trends of 
»pan’s politico-economic development and of the dilemmas of her position 
also given. Economic factors are given careful consideration from the stand- 
; both of wartime economy and peacetime needs and expectations (pp. 
§ 40-45). A summary of conditions in the occupied areas completes the 


laken together with appended Documents I, II, and III, the chapter on 
Third Parties in the Far Eastern Conflict’ presents the international setting 
ich action by other powers might well decide the outcome of the conflict 
| the character of the peace settlement. Supplementary Document III by 
yn F. M. vanAsbeck on the “Foreign Relations of the Netherlands Indies” 
f special interest. 

‘most suggestive and valuable part of the book is chapter IV on “‘Possi- 
s of Adjustment in the Far East,” which looks forward to the essentials 
irable peace. Alternative methods of approaching the achievement of such 
are reviewed. Probable results, both political and economic, of a 
sanese or of a Chinese victory are extensively considered. The study of “The 
re of Foreign Investment in China” by W. Y. Lin, presented as Docu- 

t II, should be read in connection with this chapter. 

ARTHUR G. COONS 


n British History. Stud. in the Soc. Sci., vol. xi, no. 2. (Iowa City: 
University of Iowa. 1941. Pp. 231. $1.) 


tury England,’”’ by Arthur G. Umscheid; “A colonial interregnum,” by 
iidas Dodson; “Edward Dummer and his West India packets,’’ by James 
lton St. John; “Bishop Langton’s mission for Edward I,” by G. P. Cut- 
A comparison of the colonial systems of England and Spain,” by C. E. 
hall; ““Beust’s appointment as Austrian foreign minister: an episode in 
history,” by Gordon W. Prange. 
anning and land policies: Vol. II of the supplementary report of the 
sm committee to the Nat. Resources Committee. (Washington: Supt. 
1939. Pp. v, 366. $1.) 
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' Tenure Policies at Home and Abroad. By HENRY W. SPIEGEL. 
Chapel Hill: Univ. of North Carolina Press. 1941. Pp. xii, 171. 

$3 0.) 
p to the first World War, and even shortly thereafter, the concept of 
| tenure was almost identical with the narrowest definition of farm 
Even in the discussion of farm tenancy the main concern of stu- 
‘ents in this field was how certain undesirable traits and shifts could be 

ted 

powerful and steady movement toward expansion of the public 
has inevitably led away from the interest in certain symptoms and 
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strictly applied social pathology of farm tenancy. Policies of enlarged m. 
tional and state forests, expansion of hydro-electric power, improved water 
supplies for cities, amelioration of flood control and river regulation hay. 
all led to more intelligent studies of the land rights of individuals and the 
public. Finally, the wholesale attack upon soil erosion by the subsidized 
soil conservation policy under the AAA, and certain social relief policie 
focussing rural poverty, have added momentum to the broader interest jn 
institutional agricultural policy. From the earlier search for palliatives one 
turned to research in quest of an understanding of the complex structure 
of property in land. 

Dr. Spiegel’s book is a timely and up-to-date expression of the present 
frontier in this evolution of American thought on the intriguing subject 
of the institutions that give man possession and control of land, partly o: 
wholly. 

The author, a doctor of jurisprudence of Heidelberg and a graduate in 
economics of the University of Wisconsin, at home in law as well as agri- 
cultural economics, has written a legal and economic treatise on the subject 
of land tenure policy, the first of its kind in recent years. The subject is 
bewildering in its scope and in the wide ramifications of even the smallest 
changes in basic institutions. It reaches far into the philosophy of what 
constitutes the most desirable forms of living and working for peop 


within a given society; hence it leads into the political philosophy of the 
state, into constitutional and private law, and into political, economic, and 
social policy. 

In an unassuming, clear and straightforward style, the volume treats in 
selected and more or less independent chapters the objectives of land 


tenure of forest land, collective action, farm credit and farm tenancy polig 
In parts V and VI the author gives a most useful condensed survey 
programs of action in land tenure policy in England and Germany as tw 
outstanding examples of such policies in both a democracy and a totalitarian 
state. 

The special merit of the book lies in the author’s familiarity with the 
relevant American and German literature, his equally competent treatment 
of the subject from the viewpoint of law and political economy, and hi 
alertness to the very latest trend of American thought concerning lan 
tenure. The book deserves much praise for the sound and levelheaded 
judgment underlying the presentation of the controversial policies. Oc 
casionally this quality allows the author to excel in a subtle kind of s 
when he treats the Teutonic brainstorms of certain Nazi bigwigs and thei 
racial nonsense without any comments—simply quoting them seriously with 
the same dry, detached objectivity prevailing throughout. 

Only twice does it seem that Mr. Spiegel’s sound skepticism was 0° 


tenure policy, public control of land, legal background, land inheritanc: 
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ed na- fully alert. He speaks about Sherwood Eddy’s Delta Codperative Farm 
water ss an enterprise whose “. . . membership consists of an elite of farmers 
1 have Hy " pro ved their biological and mental fitness and who probably are above 
nd the the average” (p. 39). In this and the other statements concerning this 
idized jilettante’s experiment in collective—not codperative—farming, which 
Olicies hs reviewer has visited, the author fell victim to the ballyhoo drummed 
rest in and preached over the country by well-meant but unwarranted propaganda. 

es one a another occasion he identifies farm tenancy with sharecropping: ‘ 
‘ucture tenancy .. . aS an institution . . . fulfilled the function of the sholished 
slavery system in the South where the political emancipation did not imply 
nomic freedom .. .”” (p. 63), although elsewhere (p. 16) he states that 
presupposes exclusive possession. Such instances, however, consti- 
very few and insignificant flaws. On the whole, the book is a significant 

ribution and “must” reading for all students of land economics. 
KARL BRANDT 
Stanford University 
NEW BOOKS 


ALLISON, J. H. and CUNNINGHAM, R. N. Timber farming in the Cloquet Dis- 
Bull. 343. (Minneapolis: Univ. of Minnesota Agric. Exp. Sta. 1939. 
35.) 

A. A. and ByorKA, K. Livestock marketing. (New York: McGraw- 
fill. 1941. Pp. x, 534. $4.) 
ENE, S. A. and Ponp, G. A. Agricultural production and types of farming 
Minnesota. Bull. 347. (Minneapolis: Univ. of Minnesota Agric. Exp. Sta. 
Pp. 71.) 
NSW RTH, H. C. and JENSEN, B. M. World wheat survey and outlook, 
1941. Wheat stud., vol. xvii, no. 5. (Stanford University, Calif.: 
| Research Inst. 1941. Pp. 40. 75c.) 
O. B. War and the farmer. Ext. bull, 219. (Minneapolis: Univ. of 
oy Agric. Ext. Serv. 1940. Pp. 15.) 
|. M. and Wotcortr, L. O. Public administration and the United States 
artment of Agriculture. (Chicago: Public Admin. Serv. for the Committee 
lic Admin. of the Soc. Sci. Res. Council. 1940. Pp. x, 534. $4.50.) 


No amount of speculation about the relative merits of private and public 
nent of economic affairs will ever be a substitute for experience in 
ters. Economic literature is replete with studies about private entre- 
rs] ship, and especially, in relation to agriculture, in studies done at the 
ianagement level. Practically nothing, however, is available showing 
ic housekeeping works in practice. The present book enters this field. 
° Ga us-Wolcott study is an inquiry into the growth and operation of the 
ed States Department of Agriculture, one of the largest agencies of 
rament in the world. On the one hand, the Department of Agriculture 
| associated with many interest groups re resenting farmers, con- 
id marketing and processing agencies, tof on the other, it brings 
ts lence and government. The Department has evolved an intricate 
f collaboration with state and local agencies. The procedures growing 

t this collaboration are among the most successful in our federal system. 
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In recent years, the Department of Agriculture has been made responsible 
for a number of action programs in agriculture which enter substantially into 
the management of the economic affairs of farmers. Because of the increasing); 
significant réle which the Department has come to play, this book is especially 
timely and worth while. It is to the credit of the Committee on Public Ad. 
ministration of the Social Science Research Council that they saw the need 
of this study and were willing to sponsor it. 

Professors Gaus and Wolcott have turned in an exceedingly useful report of 
their inquiry. It gives a comprehensive picture of the origin of the Depart. 
ment, its growth and variety of activities, including policies and repeated 
efforts at integration. On the substantive side, the report focuses on produ 
tion, land use, marketing and distribution, rural life. credit, and the line 
agencies, which include the recently launched action programs. The tepor 
examines the functioning of the Department as a problem in public administer: 
tion, and it makes available in a well-organized and carefully-integrated for 
a tremendous amount of material and data about the experiences of the Ds 
partment. Among the several appendices is one on the budgetary administra 
tion prepared by Verne B. Lewis. 

Those individuals who have been closely identified with the Department 
of Agriculture and its development in recent years may complain that ti 
book does not give them much new knowledge. This observation is like 
to be forthcoming from some agricultural economists. Nevertheless, most 
these persons do not know the historical sequences through which the D 
partment’s policies evolved and how the need for reorganization and integr 
tion arose repeatedly. Those who are somewhat farther removed from the ; 
fairs of agriculture will find the book basic to any appraisal of the Depar 
ment of Agriculture they may wish to make. 

It is always easy to ask for more and this is also the case here. The reviewer 
can not help wishing that Professors Gaus and Wolcott had given, out 
their rich experiences as students of government and out of their first-har 
knowledge of the affairs of the Department, more space to a critical apprais 
of how it does its many jobs—evaluations which would suggest the natur 
the reorientation, both in organization and in programs which appear to 
needed. One feels that the book stops a few steps short of having complet 
this task. There is no long look ahead, pointing the way, although the horiz 
is clouded with risk and uncertainty. What does all this Department of Ag: 
culture experience mean to us for the future? I doubt if this is asking too mud 
Perhaps the authors will make available in some major articles or in a pai 
phlet their appraisal and their recommendations. There are many of us ¥ 


would want to learn from them. 
T. W. SCHULTZ 


Giasscock, C. B. Then came oil; the story of the last frontier. (New York 
Grosset. 1938. Pp. 349. $1.) 
KLEMME, M. An American grazier goes abroad. (Salt Lake City: Deseret N 
Press. 1940. Pp. 352. $2.50.) 
What is being done in the various foreign countries along the lines of live 
stock breeding, range management, forestry and general agriculture, 2 
served by a traveler. 
Ko.ter, E. F. and JesNess, O. B. Trends in the Minnesota dairy industry, Di 
346. (Minneapolis: Univ. of Minnesota Agric. Exp. Sta. 1940. Pp. 40.) 
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KyLe, E. J. and ALEXANDER, E. R. Agriculture in the Southwest. (New York: 
Scribner. 1940. Pp. 492. $1.42.) 
_R. S. Elements of mining. 2nd ed. (New York: Wiley. 1941. Pp. 588. 
1, A. T. Bureaucracy convicts itself; the Ballinger-Pinchot controversy of 
(New York: Viking. 1941. Pp. 224. $2.50.) 
EAU, S. F. Materials of industry; their distribution and production. Rev. 
| enl. (New York: McGraw-Hill. 1941. Pp. 602. $2.) 
‘TON, L. J. Financing agriculture. Rev. ed. (Danville, Ill.: The Interstate. 
(0, Pp. 385. $2.75.) 
A. F. and Rem, I. De A. Sharecroppers all. (Chapel Hill: Univ. of 
North Carolina Press. 1941. Pp. x, 281. $3.) 
The term “‘sharecroppers”’ as used in this book does not have its traditional 
ining. The real meaning of the term is found in such matters as “low 
ges, insecurity, and lack of opportunity for self-direction and responsible 
rticipation in community affairs” (p. vi). Moreover, sharecroppers are 
nd everywhere in the nation, instead of being limited to the South, the 
» region where the Census reports their presence. Although sharecroppers 
yund everywhere, the episodes used to describe and dramatize grim phases 
man existence and “‘to convey the meaning of a mass of statistics’ are 
ned to the southern region. In addition to its own particular difficulties, 
South shares with the rest of the nation mounting debts and mergers, big- 
ind better machines, dwindling work opportunities, government subsidy 
ontrol, public relief, and increased taxes (p. vii). The political in- 
tiveness of the region in the national Congress for the past several decades 
hown by the ease with which it has been victimized by tariffs and “‘colonial”’ 
The tin roof on the cotton tenant’s cabin epitomizes the southerners’ 
n the nation, and while the raw material the se manufacture may have 
dely processed in Birmingham, southern industry and labor receive 
1 smali part of the sale price. Interest on borrowed capital and dividends 
to persons living outside of the region are referred to as a tribute and 
) show the colonial status of the South. In response to current conditions, 
thern people are said to be adjusting themselves downward. 
The authors recognize the shortcomings of the low income group in the 
umatized description, but when the tenang does not fill with rocks the hole 
h is undermining the corner of his howe, they place the blame upon the 
mic and social system. Although the authors are native southerners, their 
< leaves the uninformed reader with an unbalanced picture of southern 
mic and social progress, as compared with the rest of the nation. A 
l-kept farm and farm home or an individual with a satisfied if not con- 
| facial appearance would be quite out of place among the numerous 
rations. Nevertheless, the book is worth reading. It emphasizes the prob- 
associated with poverty; with failure to take advantage of educational 
nomic opportunities; and with lack of thrift, skill, foresight, and 
try on the part of a numerically and socially important element in the 
lation, both black and white. These are problems which a rapidly increas- 
number of efficient citizens of the South are working hard to alleviate. 
e titles given to the four parts of Sharecroppers All are suggestive of the 
s. They are ‘Rich Land—Poor Man,” Negro Gets Pinched,” ‘The 
e Man Bows,” and “Everybody Pays.” In the concluding chapter, en- 
Whither the South,” it is said that “the representative of the new 
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South knows that the region is handicapped less by the sharecroppers than by 
the heritage of the plantation system, less by outside opposition than by inside 
complacency, less by the presence of the Negro than by the white man’s atti. 
tude toward him, less by the spectre of class uprisings and Negro domination 
than by the fear of them. . . . But the South is not defeated yet, for she js 
beginning to understand the nature and extent of her difficulties. . . . p, 
integrating national and community efforts she may be able to pay the bills of 
yesterday's exploitaion of land and man, may be able to conserve and us 
her natural resources and so restore the region to its rightful place in the 


nation.” 
BUEFORD M. Gir 


Raup, H. M. and Carson, R. E. The history of land use in the Harvard forest 
Harvard forest bull. no. 20. (Petersham, Mass.: Harvard Forest. 1941. Pp 
64. 65c.) 

SALLEE, G. A., POND, G. A. and CRICKMAN, C. W. Farm organization for bee} 
catile production in southwestern Minnesota. Technical bull. 138. (Min- 
neapolis: Univ. of Minnesota Agric. Exp. Sta. 1939. Pp. 80.) 

ScHMIDT, C. T. American farmers in the world crisis. (New York: Oxford 
1941. Pp. 356. $3.) 

“A study of the economic problems of American farmers, an evaluation of 
what the government has done to help them, and a look at the farmers’ future 
and long-run trends of our agriculture.” 

SHUMAN, R. B. The petroleum industry—an economic survey. (Norman, Okla 
Univ. of Oklahoma Press. 1940. Pp. xiv, 297. $3.) 

Professor Shuman’s book is a useful addition to the general literature of the 
oil business, although it cannot classify as a contribution to the knowledge or 
understanding of those already active in the industry. Recent Congressional 
hearings and governmental investigations have been freely drawn upon for 
material, emphasizing the current character and scope of the survey. Although 
the treatment is somewhat deficient in depth and in places carries unsound 
inflections and shadings of meaning, its scholarship is reasonably sound, balanc- 
ing cynicism against business practicalities. 

The breadth of coverage and the large number of statistical tables brought 
together in one place make up for the lack of exhaustive or intensive treatment 
of the problems of the industry. Professor Shuman discusses the character oi 
the industry, demand for petroleum, development and production of oil, re 
fining and manufacturing, transportation and storage, marketing of products, 
financial policies and investment considerations, taxation of the industry anc 
its products, personnel management and labor relations, international trade in 
oil, the natural gas industry, and conservation and control in the field ot 
petroleum. In trying to be impartial on controversial issues the author hi 
included the muddled thinking on both sides of the questions, and without 
independent and incisive analysis this cannot but confuse the general reader 
Another flaw is the use of secondary sources of information when primary ones 
must be sought by the reader who wishes to bring figures up to date. _ 

The book is written in readable style but contributes little toward the solu: 
tion of the major issues before the industry today. It will appeal to stucents 
of business administration and others requiring a broad perspective without 
technical detail or the necessity for penetrating analysis; and in this sense 


fills a gap in the literature of the industry. 
JosEPH E. Pocu! 


[ June 


than by 
7 inside 
atti- 
‘ination 
> she is 
.. By 
bills of 
ind use 
in the 


GILE 


| fore if 
41. Pp 


or beef 
(Min- 


)xford 


tion 
future 


Okla 


of the 
or 
-ssional 
for 
though 
nsound 
balanc- 


yrought 
~atment 
icter Oi 
oil, re 
oducts 


Agriculture, Mining, Forestry, and Fisheries 391 


F. and BEAN, L. H. Gross farm income and indices of farm production 
i prices in the United States, 1869-1937. Technical bull. no. 703. (Wash- 


’ ton: U. S. Dept. of Agric. 1940. Pp. 158. 20c.) 


R. S. Colonial forest administration. (New York: Oxford. 1941. Pp. 


{72 $9 ) 
TRUMAN, B. Administrative decentralization. Stud. in pub. admin., vol. 12. 


: Univ. of Chicago Press. 1940. Pp. 228. $2.50.) 
A 1 study of the Chicago field offices of the United States Department of 
It = 
( . and Cox, R. W. A study of the consumption of fats and oils in 
lis, 1938. Bull. 344. (Minneapolis: Univ. of Minnesota Agric. Exp. 
). Pp. 20. 
F der Schweizerischen Weinwirtschaft. (Ziirich: Schulthess. 
Pp. 209. Fr. 5.50.) 
zeR, V. D. Rice and wheat in world agriculture and consumption. Wheat 
vol. xvii, no. 6. (Stanford University, Calif.: Food Research Inst. 1941. 
53. $1.) 
trative Official in charge of surplus removal and marketing agreement 
1940: annual report. (Washington: Supt. Docs. 1941. Pp. 83. 


itor of the Farm Security Administration, 1940: annual report. (Wash- 
on Docs. 1941. Pp. 25. 5c.) 
ltural statistics, 1940. U. S. Dept. of Agric. (Washington: Supt. Docs. 
Pp. 737. 75c.) 
[his volume presents information formerly published (until 1935) in the 
tistice' section of the Yearbook of Agriculture. 
fisheries: hearings, 76th Cong., 3rd sess., pursuant to authority of H. 
62, authorizing a study of the fisheries of Alaska. Part 4, Januar) 
ind February 1, 1940. (Washington: House Merchant Marine and 
s Committee. 1940. Pp. 1011-1136. 15c.) 
f the bureau of agricultural economics, 1940: annual report. (Washing- 
Supt. Docs. 1941. Pp. 100. 15c.) 
f the forest service, 1940: annual report. (Washington: Supt. Docs. Pp. 
LUC. ) 
tor of finance, agriculture department, 1940: annual report. (Washington: 
Docs. Pp. 32. 
n a changing world: the yearbook of agriculture, 1940. (Washington: 
Docs. 1940. Pp. xii, 1215. $1.50.) 
t products statistics of central and prairie states. Statistical bull. 
. 8. Dept. of Agric. (Washington: Supt. Docs. 1941. Pp. 94. 15c.) 
n private timberlands; a peso pa of what some private timber- 
ers in the United States are doing to keep their forest lands produc- 
S. Dept of Agric. misc. pub. no. 381. (Washington: Supt. Docs. 
10c.) 
rium on farm mye oh opinions of the Supreme Court of the United 
n certain cases involving the constitutionality of and proceedings under 
75, subsection (S), of the Bankruptcy Act, as amended. 76th Cong., 
. (Washington: Supt. Docs. 1940. Pp. 47. me. 
1s related to agriculture in Iowa. Bull. no. 92.2. (Des Moines: Iowa 
of Ay gric. 1941. Pp. 110.) 
ip ip praising ; farm land division, sec. 1-27. (Kansas City, Mo.: Weaver 
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Reglamentacion de la compra-venta de granos a fijar precio. Pub. no. 47. (Bueno; 
Aires: Comision Nacional de Granos y Elevadores. 1941. Pp. 128.) 

The reply to Mexico. (New York: Standard Oil Co. 1940. Pp. 126.) 

Sixteenth census of United States, 1940: agriculture, first series, uses of land 
principal crops and classes of live-stock, with statistics for counties. Delawar 
and District of Columbia; Maryland; Michigan; Rhode Island; Vermon; 
(Washington: U. S. Census Bur. 1941. Pp. 17, 25, 59, 16, 22. 10c each vol) 

The Wartime Outlook for Agriculture. (New York: Nat. Industrial Conf. Board 


1941. Pp. 28.) 


Manufacturing Industries 
NEW BOOKS 

BarRETT, R. P. The organization of the motion picture industry. Univ. microfilms 
no. 153. (Ann Arbor: Univ. of Michigan Microfilms. 1940. Pp. 153. $1.91.) 

Coe, A. H. and WILLIAMSON, H. F. The American —_ manufacture; a hi 
tory and analysis. Harvard econ. stud. no. 70. (Cambridge: Harvard Unis 
Press. 1941. Pp. xiv, 281. $3.50.) 

The authors have traced the rise of factory production prior to the develop 
ment of power machinery, the later tendency toward large-scale operations 
the decrease in the number of producing units, and the trend toward domina 
tion of the industry by a handful of large, typically consolidated enterprises 
The final chapter, “The Nature of Competition,” is an interesting additio: 
to the literature of omy policies. 

Exuis, D. M., compiler. Uses for cotton—selected references in the En; 
language, 1933-July 1940. Agric. econ. bibliog. no. 91. (Washington: U. § 
Dept. of Agric. 1941. Pp. 136, mimeographed.) 

FINNEY, B. Arsenal of democracy—how industry builds our defense. (New 
York: McGraw-Hill. 1941. Pp. x, 284. $2.50.) 

GUTHRIE, J. A. The newsprint paper industry: an economic analysis. Harvat 
econ. stud. no. 68. (Cambridge: Harvard Univ. Press. 1941. Pp. xxiii, 274 
$3.50.) 

This volume, No. 68 of the Harvard Economic Studies, represents a use! 
addition to the growing list of industrial monographs. It first describes 
location, technology, and financial and market organization of the newspri 
industry, its price policies, the demand for its product, and its relations v 
political authority. Then, based on a detailed examination of cost differentia 
it analyzes the interregional competition among five major producing areas. A 
final chapter investigates the potentialities of two relatively unexploited source: 
of pulpwood: Alaska and the Southern States. 

Although Professor Guthrie strives to piece together all discoverable {rg 
ments of information, recent and comparable data apparently are not always 
available. For example, the reference dates of different tables range from 
1922 to 1937; an essential table comparing total costs among producing : 
gions is dated 1928; data are frequently grouped into dissimilar classes; 29 
many cost data are subject to unexplained allocations within a joint-cost 10 
dustry. Hence the quantitative materials employed render it difficult for th 
author to phrase his conclusions definitively and in the present tense By the 
same token, the reader can accept the evidence presented only if he is willing 
to assume relatively unchanged conditions over the past two decades, 
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Despite this difficulty, a careful reading of this volume will well repay the 
tudent of industry. Not only does it constitute a mine of new information, 
t also it represents a distinct contribution to the fields of interregional 
-ompetition and location theory by virtue of its realistic treatment of differences 
nd interrelations among Canadian and American newsprint producers. The 
1uthor is particularly to be commended for his attempt to transcend political 
boundaries in his analysis, and for his stimulating description of sporadic 
market instabilities attributable to incompletely maintained price Bs reg 
RICHARD GLENN GETTELL 


HoskINo, S. The canning industry of Japan. E. Asia econ. intelligence ser., no. 
s (S. Pasadena, Calif.: P. D. and Ione Perkins. 1940. Pp. 30. 30c.) 

iUNZIKER, O. F. The butter industry; prepared for factory, school and labora- 

crofilms y, 3rd ed., enl. (La Grange, Ill.: Author, 103 Seventh Ave., 1940. Pp. 

9] ) 77 $6.50. 

nf LE, H. J. saiesila of the cast iron pressure pipe industry in the United States 

1 Unis ‘ America. Newcomer address. (Birmingham, Ala.: Author, c/o Am. Cast 
Iron Pipe Co. 1940. Pp. 92.) 

levelop- SAI TERLEE, L. De F, and GLUCKMAN, A. American gun makers. (Buffalo: O. 

srations Ulbrich Co. 1940. Pp. 186. $4.) 

Jomina SrewarT, M. S. America’s factories, 1899-1937. Pub. affairs pamph. no. 55. 

-rprises (New York: Pub. Affairs Committee. 1941. Pp. 31. 10c.) 

idditior hief of the food and drug administration, 1940: annual report. (Washington: 
Supt. Docs. 1940. Pp. 30. 5c.) 

Public law No. 4. Act (H. Res. 1437) (77th Cong., Ist sess.): authorizing ap- 
propriations for additional shipbuilding and ordnance manufacturing facilities 
ind equipment for the United States Navy, and for other purposes (for national 
lefense), (Washington: Supt. Docs. 1941. 5c.) 

nwealth of Massachusetts: statistics of manufactures in Massachusetts, 
1938. Pub. doc. no. 36. (Boston: Dept. of Labor and Industries. 1940. 


>. 132.) 


Transportation and Communication 
nsportation and Politics: A Study of Long-and-Short-Haul Policies of 
Congress and the Interstate Commerce Commission. By CALVIN 
CRUMBAKER. University of Oregon Monographs. Studies in Eco- 
nomics, No. 1, 1940. (Eugene, Ore.: Univ. of Oregon. Pp. v, 169. 


$1.25.) 


Che first half of this monograph consists of a review of the statutory de- 
velopment of the long-and-short-haul section of the Interstate Commerce act 
nd an analysis of the leading cases in which it has been interpreted by the 
interstate Commerce Commission and the Supreme Court. The treatment 
t these topics is not so comprehensive as that in Dewey’s, ‘““The Long- 
ind-Short-Haul Principle of Rate Regulation,” but it is adequate in view 


‘ the more restricted scope of the present study. The second half of the 


monograph contains a detailed review and criticism of the Commission’s 
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policies in the transcontinental long-and-short-haul cases and a discussion of 
the political pressures brought to bear upon Congress and the Commissio, 
in connection with these decisions. 

The author attempts to establish two main theses. The first is that, coo. 
trary to the usual interpretation, the Alabama Midland case did not nullif; 
the long-and-short-haul clause. Professor Crumbaker points out that the 
decision did not change the legal definition of unjust and undue prejudice 
and discrimination or the power of the Commission to remove unlawfy! 
discrimination, and that the only effect of the decision was to enable the 
carriers to initiate rates violating the prohibition of the fourth section 
without securing prior approval of the Commission. He grants that the 
Commission’s efforts to remove fourth section discriminations after the 
Alabama Midland case were unsuccessful, but contends that they failed 
because of the weakness of the procedural sections of the law. Therefore 
the amendment of 1906, which gave binding force to the Commission's 
orders, would have enabled the Commission to cope with existing fourth 
section discriminations. He holds that the 1910 amendment, which is geo- 
enerally regarded as restoring the effectiveness of the fourth section, was 
useful chiefly in providing for prior approval by the Commission of new 
applications for fourth section relief, and that it permitted the Commission 
to “assume legislative functions and treat Section 4 as its authorization t 
deny or permit relief upon its idea of what will best serve public polic 
(p. 28). 

This last comment suggests the author’s second main thesis, which is 
that the 1922 and the 1926 decisions of the Commission in the Intermoun- 
tain Rate cases represent a usurpation of legislative power by that bod; 
He argues that this is demonstrated by the inconsistency of these decisions 
with others involving identical problems and by the consideration given to 
the competitive position of the intercoastal steamship lines and to the vested 
interests of various localities and shippers in the existing rate structure 
This contention deserves more discussion than space permits but the te 
viewer would remark that, by reason of the cost conditions prevailing in 
railway transportation, there is no completely objective basis for determin: 
ing the relationships among individual rates, and that actually, if not a¢ 
mittedly, the Commission cannot resolve such problems by merely invoking 
“transportation conditions” and without considering the effects of the a¢- 
justment upon the interested parties. The regulation of the railway tat¢ 
structure cannot but call for economic statesmanship. 


ROBERT W. HARBESON 
Rutgers University 
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:t, S. Principles of inland transportation. 3rd ed. (New York: Harper. 
Pp. xxv, 906. $4.) 
This revision includes a number of topics which were casually treated in 
,er editions or omitted entirely. Among them are pipe lines, air routes, 
culation of air carriers, motor vehicle routes, railroad labor problems, fi- 
e. codrdination, and national transportation policies. One of the added 
s, theories of location, treats the economic significance of transportation 
e location of industry. There is a brief survey of literature on the sub- 
+. most of which is neither new nor recent, and a brief description of mathe- 
ical devices used with the theories. The new material adds to the value of 


DOOK 


Certain topics—foreign railroads, street railways, World War experience with 


the operation of railroads, and valuation—emphasized in former editions, come 


a for different treatment. Some of them receive brief notice in the discussion 

{merican problems and practices; others are almost entirely omitted. The 

| omission of valuation from discussion seems unfortunate for, no mat- 

yw chaotic the field may be, the problems out of which the theories of 
ation arose have not to any great extent been solved. 

The work involves a rearrangement of material. Some chapters treated 


separately in former editions have been consolidated. Those designed to pro- 


e a background for the study of technical problems have been moved into 
e-part of the book, while those discussing problems have wisely been 

| to their logical positions in the latter portion. 
On the whole this is an excellent revision of a standard work on transpor- 
yn. While one may regret that materials found useful by teachers in former 
irs have been omitted, definite limits to length must be observed. As it is, 


the book is voluminous, and somewhat cyclopedic in nature. It will prove 


ful as a reference and as a text. 
CALVIN CRUMBAKER 


Witpe, J. C. The war and American shipping. For. pol. rep., vol. 16, no. 2. 
(New York: Foreign Policy Assoc. 1940. Pp. 12. 25c.) 
s, M. M. The telephone in a changing world. (New York: Longsman Green. 
Pp. xiv, 219. $2.50.) 
NOVAN, F. P. The railroad in literature; a brief survey of railroad fiction, 
poetry, songs, biography, essays, travel and drama in the English language, 
ticularly emphasizing its place in American literature. (Boston: Railway & 
0tive Historical Society, c/o Baker Lib., Harvard Business School. 1940. 
38. $3; $2, to members.) 
G. L. Modernization of a transit system; factors that determine the 
f vehicle. Engineering Exp. Sta. ser., bull. no. 100. (Seattle: Univ. of 


Washington. 1940. Pp. 62.) 


LD, J. E. The railroad problem and its solution, (New York: Devin- 
1941. Pp. 305. $3.) 


liwarl, R. D. Railway rates policy. (Bombay: New Book Co., 188-90 Hornby 


Fort. 1940. Pp. 81. Rs 2/8.) 

N, CHARLES F, Fundamentals of transportation. 6th ed. Standard traffic 
management course, book 1. (New York: Traffic Pub. Co. 1940. Pp. 316. 
99.75.) 
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WILSON, G. L. Air transportation and regulation. 2nd ed., rev. and enl. (C 
cago: Traffic Serv. Corp., 418 S. Market St. 1940. Pp. 70. 50c.) . 
—_———.. Traffic management, industrial and commercial. Rev. ed. Appleton 
transportation ser. (New York: Appleton-Century. 1941. Pp. 476. $3.50.) . 
“This edition has been revised and brought up to date with particular » 
tention paid to changes in the law and in freight claims.” 

Federal Communications Commission: annual report for fiscal year ended Jun, 
30, 1940 (with notations of subsequent important developments). (Wash, 
ington: Supt. Docs. 1941. Pp. 136. 20c.) 

Interstate Commerce Commission, Nov. 1, 1940: 54th annual report. (Washin 
ton: Supt. Docs. 1941. Pp. 202. 75c.) 

United States Maritime Commission: annual report to Congress for the period 
ended October 25, 1940. (Washington: Supt. Docs. 1941. Pp. 52, 10c,) 
Emergency cargo ship construction: hearings, 77th Cong., 1st sess., on H. ]. Res 
77, making an appropriation to the United States Maritime Commission ix 
emergency cargo ship construction and for other purposes. (Washington 

House Appropriations Committee. 1941. Pp. 25. 10c.) 

—_————: hearings, 77th Cong., 15st sess., on H. ]. Res. 77, making an appr 
priation to the United States Maritime Commission for emergency cargo shit 
construction, and for other purposes. (Washington: Senate Appropriations 
Committee. 1941. Pp. 30. 10c.) 

Federal Communications Commission: rules and regulations, title 47, tele. 
communication, chapter 1. Part 3, rules governing standard and high-frequenc) 
broadcast stations, effective June 25, 1940 (rev. to October 5, 1940). (Wash. 
ington: Federal Communications Commission. 1940. Pp. 41. 10c.) 

—_—_—_———. Part 10, rules governing emergency radio services, effective Octobe 
13, 1938 (rev. to Jan. 15, 1941). (Washington: Federal Communications 
Commission. 1941. Pp, 22. 5c.) 

The highway, the motor vehicle and the community. (Washington: Nat. High- 
way Users Conf. 1941. Pp. 80.) 

Highway research, 1920-1940. (Washington: Highway Res. Board, 2101 Con 
stitution Ave. N.W. 1940. Pp. 133. $1.) 

Investigation of railroads, holding companies and affiliated companies: additions 
report of the Committee on Interstate Commerce pursuant to S. Res. 7! 
(74th Cong.), authorizing an investigation of interstate railroads and affliat 
with respect to financing, reorganizations, mergers and certain other matie 
Alleghany corporation, plan for reorganization and merger with the Chess 
peake Corporation. (77th Cong., 1st sess.) (Washington: Supt. Docs. 1% 
Pp. 55. 10c.) ' 

Investigation of railroads, holding companies, and affiliated companies: aad 
tonal report of the Committee on Interstate Commerce, pursuant to S. Res. 7! 
(74th Cong.), authorizing an investigation of interstate railroads and afflsat 
with respect to financing, reorganizations, mergers and certain other matte 
railroad combination in the Eastern region. Patt 5 (1930-32). (76th Con 
3rd sess.) (Washington: Supt. Docs. 1940. Pp. 2837-4121. $1.75.) 

Middle and Upper Mississippi River, Ohio River to Minneapolis; compiled an 
revised to June 30, 1930, under direction of the division engineer, Upp 
Mississippi Valley Division, St. Louis, Mo. 2d ed. (Washington: War Dept 
Corps of Engineers, U. S. Army. 1940. Pp. 345. $1.) 

Railroads and national defense in the United States—some discussions: a 0100 
Bur. of railway econ. lib. (Washington: Assoc. of Am. Railroads, 1941. *? 
62, mimeographed. ) 
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» Lawrence survey: Part 1, history of the St. Lawrence project. (Washington: 
U. S. Dept. of Commerce. 1941. Pp. 39. 10c.) 
This report is the first of several which are being prepared in the Office 
f the Secretary of Commerce, at the request of the President. They are de- 
signed to explore the economic advantages and disadvantages of the St. Law- 
e waterway and power project and its effects upon existing harbors. 
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Statistika Vneshnei Torgovii (Statistics of Foreign Trade). By S. H. BAKu- 


LIN and D. D. MIsHusTIN. (Moscow: Kon’yukturnui Institute Vnesh- 
net Torgovli. 1940. Pp. 317. 10.00 rubles. ) 

This book is a textbook in courses given by the institutions of higher 
(1) statistics of foreign trade of capitalist countries and (2) statistics of 
foreign trade of the U.S.S.R. The first part deals mostly with criticisms and 
limitations of statistics of foreign trade in capitalist countries. These 
criticisms ate based upon the fundamental fact that in a bourgeois state, 
which is based upon private property and in which the means of produc- 

on and trade are in the hands of private individuals, it is impossible to 
make a complete and exact survey of all trade operations. Only one method 

f state-wide survey is possible for a capitalist country, namely, that of 

ns statistics from imperfect primary sources. 

Economic statistics of capitalist states, although greatly developed in 

nt decades, are stated to have been slow in their development because 

f the ‘anarchy of production,” prevalence of private property, resistance 

f entrepreneurs to state interference with their “internal affairs,’ com- 
mercial secrets of private owners, etc. Statistics of agriculture and internal 

le are in even a worse state. In this case statistics are based upon indirect 
indexes and valuations of private specialists, economists and others. A 
bourgeois country is unable to collect complete, exact, and dependable sta- 
s for the state economy as a whole because, under conditions of private 
property, the control of the state over the development of this economy 

s very limited. The methodology of customs statistics is not scientifically 
ieveloped since it is a product of the “elementary fight’”’ of capitalist coun- 
ties around foreign trade. 

After a brief historical review of the development of customs statistics 

ietailed account is given of (1) the organization of the customs in the 

untries, (2) methods of valuation of commodities, (3) methods of 
llecting trade data by country, with a list of periodicals containing such 
fata, (4) classification and nomenclature of commodities in different 
ntries, (5) causes of differences in the data published by various countries, 

6) Index Numbers in statistics of foreign trade: computation of Index 
Numbers of volume and value in Canada, United States, Germany, Italy, 
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and the League of Nations, (7) customs statistics of Tsarist Russia. 

The second part of the book deals with customs statistics of Soviet Russia, 
Under the Soviet régime customs statistics are used for a different purpose, 
they have a different aim, and the sources of data are different from those 
of capitalist countries. Soviet customs statistics are an indivisible part of 
Soviet foreign trade statistics which in their turn are only a part of the 
statistics of the whole economy of the U.S.S.R. The source of information js 
the documents prepared by Soviet organizations (both abroad and in the 
U.S.S.R.) with all the necessary information. Commodities in transit 
through Soviet Russia are not included in the statistics of foreign trade of 
the Soviet Union. Exported and imported commodities are classified into 
seventeen broad classes, subdivided into groups and sub-groups, identical 
both for exports and imports. Exported goods are valued at the “F.O.B,” 
price, which is the net price obtained less expenses incurred on the given 
commodity abroad. Imported commodities are valued on the basis of the 
factory price of the commodity plus expenses for its transportation to the 
Soviet Union. Goods in transit are valued at their average world prices. 

The value of Soviet exports to the U.S. amounted to 2.8% of the total 
exports of the U.S.S.R. in 1933; 3.4% in 1934; 7.2% in 1935; 9.6% in 
1936; 7.8% in 1937; and 7.3% in 1938. While imports from the U.S 
amounted to 4.8% of the total imports of Soviet Russia in 1933; 7.7' 
in 1934; 12.2% in 1935; 15.4% in 1936; 18.2% in 1937; and 28.59% 
in 1938. 

Two series of indexes are computed: (1) index of world prices for 
Soviet exports, and (2) an index of world prices for Soviet imports. The 
base year is 1929. All indexes are weighted arithmetic averages with chang- 
ing weight. The weights of twenty-two commodities representing 60% ti 
75% of the total exports, and sixteen commodities representing 70% 
to 85% of the total imports, are used. The market prices used are ex- 
pressed in gold prices. The index used is the Swedish index of wholesale 

Q 
prices published by the periodical Index of the formula: J = De - 


Indexes of physical volume of Soviet exports and imports are computed 
also, based on world prices. 

The last chapter deals with a number of interesting data, such as the 
percentage of exports by commodity to total production, percentage of ex 
ports and imports by commodity to total world trade, etc. 

It is interesting to note that no American or English names are given 
in the bibliography appended. 

M. V. CONDOIDE 

Ohio State University 
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Lp, W., JR. New directions in our trade policy. Stud. in Am. for. rel. no. 

“(Ne w York: Council on Foreign Rel. 1941. Pp. x, 174. $2.) 
rricH, ETHEL B, Far Eastern trade of the United States. (New York: Inst. 

Pacific Relations. 1940. Pp. xii, 116. $1.) 

This new volume in the I. P. R. Inquiry Series contains a general review 
f American Far Eastern trade, four chapters on the trade with specific coun- 
tries : Japan, China, the Philippine Islands, Malaya and the Nether- 

s Indies), and a final chapter analyzing the instruments of American 
iercial policy in the Far East. In 103 pages of text, Dr. Dietrich manages 
resent the highlights of American commercial relations with the Orient in 

ner which should be helpful both to the average student and to those 

ly well informed. Many points commonly overlooked in more generalized 

textual treatments of American commerce are covered, such as cartel controls 
tin and rubber and specific phases of reciprocal trade policy. 

For the specialist on the Far East, however, the book leaves some things to 

lesired. Certain problems are insufficiently covered. Somewhat more could 

e been made of the possible bases of trade relations with China or of the 

ary considerations for Japanese commerce if J or loses in her bid for 
The tendency to canvass the likely results of a Japanese ascendancy, 
igh desirable, should not blind us to the situation which may be faced in 
rious China, or to the conditions which a durable peace in the Far East 
1ire with reference to Japan. The consideration of the future of the 
or (pp. 48 ff.) might have been carried somewhat further to suggest 
s involved in “a new interpretation . . . which will define equal oppor- 
under modern trade controls” (p. 102). The linkage of the problem 
world commercial trends could have been emphasized more. The ques- 
ether the Open Door can be maintained as a purely regional policy of 
ica or of other foreign powers in China, if general international policy 
not in accord with its spirit and methods, though hinted at, could have been 
hed further. Some variations from equality of treatment in American policy 
t parts of the world are mentioned (p. 50), and suggested in reference 
Philippines (pp. 62-63, 70-72), yet elsewhere it is suggested that the 
t American policy of equality of treatment will be rigorously applied 
the Far East. 
few minor points caught the eye of the reviewer. The discussion of the 
cts for replacing Far Eastern sources of rubber (pp. 77-78) fails to 
t possible feasible quantities of domestic synthetic rubber production or 
zilian or other tropical rubber development. Comparative nee and 
$ given are not enough. Both the short-run and long-run possibilities are 
it. On page 35 it is stated that after 1929 China had full control over 
gn trade. What is meant is full tariff autonomy. China has not established 
¢ basis for a ‘‘full control over foreign trade,” and it is not the latter 
tariff control which was seen to be basic to “the execution of any such 
| economic plan” as is described on page 34 in reference to national 
reconstruction. A more inclusive scheme of economic planning 
involve full trade control but not the economic plans as so far con- 
TI here is an error in footnote 6, p. 26. It states the exact opposite of 
xtual reference. Table 16 (p. 38) does not show “value in 1,000 dollars” 
entage of total value by economic classifications. 


1941 399 
la 
se 
Or 
he 
K 
5 
he 
Sit 
hs 
ne 
j 
ne 
ois 


400 Reviews and New Books [June 


Finally, the first sentence of the text reads: “Trade forms the Principal 
focus of American interest in the Far East and will undoubtedly prove, in 
the future as in the past, an all important determinant of American policy in 
that area.” This may be true, but in the light of the many phases of American 
interest in the Far East, of the evident shifts of American opinion and policy 
in recent years, and particularly of the increased American concern in respect 
of China in 1939 and 1940, based on broader grounds of policy formation. 
one wonders if the emphasis of this sentence may not be too strong. 

ARTHUR G. Coons 


Gorpon, M. S. Barriers to world trade: a study of recent commercial polic 
(New York: Macmillan. 1941. Pp. xii, 530. $4.) 

HENIus, F. Latin American trade: how to get and hold it. (New York: Harper 
Pp. xi, 143. $2.) 

KRAMER, R. L., editor. Our foreign commerce in peace and war. Annals, vol. 211 
(Philadelphia: Am. Academy of Pol. & Soc. Sci. 1940. Pp. 262. $2.50; $2 
paper.) 

“An account of the status and the characteristics of United States foreion 
commerce, looking to the future.” 

SCHWARZ, S. Research in international economics by federal agencies. Internat 
handbooks no. 2. (New York: Columbia Univ. Press. 1941. Pp. xl, 3 
$1.75.) 

Scott, F. R. Canada and the United States. America looks ahead, no. 2. (Boston 
World Peace Found. 1941. Pp. 80. 50c; 25c, paper.) 

Europe's trade: a study of the trade of European countries with each other ani 
with the rest of the world, (Geneva: League of Nations. New York: Columbia 
Univ. Press. 1941. Pp. 116. $2.) 

Monetary policy as it affects foreign trade. Report of the foreign commerce de 
partment committee. (Washington: Chamber of Commerce of the United 
States. 1941. Pp. 9.) 

Reciprocal trade, supplementary agreement between the United States of America 
and Canada, amending with regard to fox furs and skins the agreement 
November 17, 1938. State Dept., Executive Agreement Ser. 184. (Wash- 
ington: Supt. Docs. 1941. Pp. 7. 5c.) 

Reglémentation du commerce des devises: France. 3éme ed, (Basle: Banque ces 
Regléments Internationaux. 1940. Pp. 56.) 

Summary of foreign trade of the United States, calendar year 1939. Trade pro 
motion ser. 215. (Washington: Bur. of Foreign and Domestic Commerce 
1940. Pp. 77. 10c.) 

Tax barriers to trade; a symposium conducted by the Tax Institute, December 
2-3, 1940, Chicago, Illinois. (Philadelphia: Tax Inst. 1941. Pp. vili, 344 
$2.50.) 

A symposium by twenty-nine authors under the headings “The menace 0! 
tax barriers to trade” ; “Highway trade barriers” ; “Commodity trade barriers 
‘Marketing trade barriers’; barriers to international trade’’ ; “What « 
be done about trade barriers ?” 
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bh and Flow of Investment Values. By EDwArD S. MEAD and JULIUS 
opINsKY. (New York: D. Appleton-Century. 1939. Pp. x, 513. 
$5.00. ) 
The professional economist and the practical financier have long em- 
ed or, at least, fondled the idea that industries, like living organisms, 
re subject to certain laws of growth and decay. During the early phases of 
life cycle of industries and corporations, productivity of the capital in- 
tment is high, but as the cycle continues a period of decadence sooner 
later sets in. At this juncture profits and investment values in the in- 
lecline, and, although temporary expedients may be applied to ward 
ipproach of senility, the chances of a successful economic rejuvena- 


about as remote as are the chances of successful physiological re- 


he authors of this book have made a real contribution to the philosophy 
pital management in emphasizing so vividly the important character- 
f declining and expanding industries. Once an industry loses the 
which arises from expanding demand and faces a static or declining 
then the best of management is usually powerless to do much 
n temporarily to delay an era of declining profits. The first task, 
re, in the successful direction of investments is to determine the 
ement of profits in leading production and consumption goods and 
ndustries over a sufficient period of time to establish definite com- 
tive trends. Certain industries will be found that are enjoying increas- 
its; others will have passed into the stage of declining profits 
n these two stages, will be found industries in which the forces of 

line and expansion are temporarily balanced. 
Part I of the book is devoted first to an analysis of the competitive forces 
e influenced movements in the demand for consumers’ goods and 
Thereafter a broad classification of industries is made under five 
primary classes: I, Consumers’ Goods; II, Consumers’ Services; III, Con- 
ts Capital Goods; IV, Producers’ Goods; and V, Producers’ Services. 
| test of investment value, or profit trend, is the disbursement of 
orporations to investors, the interest and dividends paid to cred- 
stockholders over a period sufficiently long to establish com- 
nds of profits. Studies are presented showing trends in invest- 
turns from 1923 to 1936 by primary classes, and by groups of 
inies Classified according to industry. One hundred and eleven in- 
s, divided into eighteen groups, were studied. Index numbers of dis- 
tions to investors from 1923 to 1936 inclusive, by industrial groups, 
nted, with average distributions 1928 to 1930 as a base or com- 
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mon denominator, each index number being weighted according to the 
relative importance of the distributions of the individual companies. 

The entire statistical study is summarized in two charts showing th 
index of distributions, one chart presenting declining industries, the othe; 
expanding industries. The profit trend of each classification is at once ap. 
parent. The group of declining industries shows a modest advance in djs. 
tributions from 1923 to 1929, although many groups show declines during 
this period, a depression drop of some magnitude from 1929 to the end 
of 1932, and thereafter a modest advance. With few exceptions, however 
the post-depression recoveries fail to reach the 1929 level. Expanding in- 
dustries show a vigorous advance from 1923 to 1929, a severe depression 
drop in most cases, but thereafter recoveries into new high ground. 

Part II is devoted to a discussion of the proper selection of securities for 
purchase. Consideration is given to the industry or industries to be se. 
lected, to the proper selection of companies within an industry, and to the 
selection of types of securities. The authors continuously emphasize the ad. 
vantage of confining investments to expanding industries and to com: 
panies that have the greatest differential advantages over competitors 
Differential advantages, or factors enabling one corporation within a given 
industry to report a higher profit or smaller loss than its competitors, maj 
arise either from supply or from demand differentials. Supply differentials 
include cost items, raw materials, transportation, taxes, wages, special dis- 
counts and concessions, plant modernization and affiliated interests. De 
mand differentials include the shift of production from a declining to an 
expanding market, as well as appropriation of a larger proportion of 3 
given market. 

Part III, relating to the sale of securities, emphasizes that phase of in- 
vestment management which, although as important as the act of purchas- 
ing, is too often neglected or entirely ignored. In a rapidly changing « 
nomic world capital commitments should never be regarded as permanent, 
every industry like every human being has a life cycle. Latent obsolescence, 
unless recognized and corrected, will be followed by more obvious symptoms 
of decay: stationary demand, resort to costly capital improvements to main- 
tain profits, failure of plant capacity in industry to expand, reliance on price 
advances to maintain profits, and an increase in the ratio of debt to totdl 
capitalization. 

What can be done to limit or prevent capital losses when industries art 
confronted with stationary or declining demand and increasing compet 
tion? Reduction in costs, modernization of plant, inter-industrial coopet 
tion, and improvement of product or service, are devices frequently 
ployed by management. Yet too often there is no escape. The railros 
industry at one time or another has tried all these devices without being 
able effectively to check the drastic decline in net operating income. Demané 
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rrectives, the development of new products through market research, 
diversification into new fields, and types of rejuvenation effort aimed at in- 
creasing sales are frequently successful, especially where plant facilities 
re not too fixed in nature. 

Where the industry is impotent to check the adverse effects of declining 

nand, the individual investor can withdraw his investment by a sale. 

; method, however, is unavailable to investors as a class. ‘“What the 
mposite investor buys he can not sell. He must hold to the end.” The 
nly n nethod of escape for the composite investor is a greater use by corpo- 


retire at me a proportion of the original investment. Unless corporate debt 
s thus liquidated, substantial capital losses must be suffered by investors 
a 4 group. 

Investment practice in this country has for many years been predicated 
upon a scarcity economy. During the past decade, however, a rather wide- 
spread feeling has crystallized among economists that this country has 


ready passed from a scarcity economy to a surplus economy. The authors 


elite 


tightly suggest the necessity for a wholesale revision in the art of investment 
s hitherto practiced, if mew conditions are to be successfully met. 
Our economy has indeed been subjected to major stresses during the 
lecade and faces even more trying times ahead. The share that capital 
will receive from our total national income will be less in the years ahead, 
and the constant impingement of new and higher taxes will upset many a 
vell-conceived investment program. For example, the excess profits tax, 
plied to three years’ average past earnings, certainly penalizes growth 
mpanies. Nevertheless the authors of this book have chosen and have 
veloped, logically and well, a subject highly important to successful 
capital management. 
RALPH E. BADGER 
Detroit, Michigan 


NEW BOOKS 


\cNeW, H. E. and HouGHTon, D. Marketing policies. (New York: McGraw- 
Hill. 1941. Pp. xii, 615. $4.) 

Arkin, H. A statistical analysis of the internal factors affecting the yields of 
lon corporate bonds. (New York: Author, 17 Lexington Ave. 1940. 


LT, E. F. Accounting procedures of the United States government. (Chi- 
go: Public Admin. Serv. 1940. Pp. 167. $2.) 
CERT, G. G. and others. Introduction to business law. New ed. (Boston: Ginn. 
1. Pp. 594. $1.68.) 
the text has been brought up to date, discussing the legal aspects of recent 
egisiation affecting such questions as social security, unemployment insurance, 
t relations, etc. 
INK, V. Z. Internal auditing: its nature and function and methods of proce- 
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due. (New York: Ronald. 1941. Pp. vi, 549. $4.50.) 

Brisco, N. A. and others. Store salesmanship. Rev. ed. (New York: Prentice 
Hall. 1941. Pp. 485. $1.60.) 

CAIN, J. H. Auditing of colleges and universities. (Washington: Am. Counc)! 
on Educ. 1940. Pp. 74. 50c.) 

CoLeMAN, R. S. Elements of accounting. (New York: McGraw-Hill, 194) 
Pp. 305. $3.) 

Cuute, A. H. Retailing by pharmacists. (Minneapolis: Burgess. 1941. Pp, 333 
mimeographed. ) 


ELWELL, F. H. and others. Business record-keeping. (Boston: Ginn. 1941. Pp 
525. $1.72.) 

FINNEY, H. A. General accounting. (New York: Prentice-Hall. 1941. Pp. 612 
$5.35; $4, school ed.) 

FISHMAN, N. Heirs to your money and how to protect them. Introduction 
P. B. Olmey. (New York: Liveright. 1941. Pp. 133. $1.50.) 

Foster, L. O. Introduction to accounting. (Chicago: Richard D. Irwin, 1 
Pp. xvi, 742. $4.) 

Compared with the usual text, Professor Foster has employed a very differ 
ent approach to the introduction of accounting. The approach used stresses 
the economic, rather than the legalistic, aspects of the business enterprise; and 
accounting procedures are explained in terms of assets rather than in term: 
of a mathematical equation. 

Two other radical departures are also employed. The first is the emphas 
on the corporate form of business organization, with little attention to ! 
single proprietorship, and with frequent illustrations drawn from divers: 
types of businesses. The second departure is the unusually long treatment oi 
terminology, and the description of business practice. To some this part of ¢! 
work may seem over-long, particularly if elementary accounting is preced 
by courses in economic principles or business administration. However, wit! 
the possible exception of this section, the text is well-balanced and the whole 
is excellently written. The asset approach employed is an interesting depar 
ture and one which seems well worth a trial in the classroom. 

FRANK P. SMITH 


GILLESPIE, C. Introductory cost accounting. Rev. ed. Complete accounting cours 
(New York: Ronald. 1941. Pp. 397. $4.25; $5.50, loose-leaf, with pract 
set.) 

GREIDINGER, B. B. Accounting requirements of the Securities and Exch 
Commission for the preparation of financial statements. Rev. ed., incluaing 
regulation S-X. (New York: Ronald. 1940. Pp. 587. $6.) 

HANSON, S. G. Introduction to business. (New York: Nelson. 1941. Pp. 8 
$3.50.) 

HavEN, T. K. Investment banking under the Securities and Exchange © 
mission, Mich. bus. stud., vol. 9, no. 3. (Ann Arbor: Univ. of Michigan, Bur 
of Bus. Res. 1940. Pp. 154. $1.) ; 

Howarp, K. S. Methods of sales promotion. McGraw-Hiil practical bus. manus 
(New York: McGraw-Hill. 1940. Pp. 273. $2.25.) 

KEHL, D. Corporate dividends; legal and accounting problems pertainin; 
corporate distribution. (New York: Ronald. 1941. Pp. 378. $7.50.) 


ICN 
DEVENEAU, W. F. and others. Efficzent management of the sales organizati 
Marketing ser., no. 40. (New York: Am. Management Assoc. 1940, Pp, 5 
$1.25.) 


Accounting, Business Methods, Investments, Exchanges 405 


rn, J. The practice of commercial arbitration in business disputes; abridg- 
f thesis. (New York: N.Y. Univ. Grad. School of Arts & Science. Pp. 


K 
x ) 
nuist, W. D. Balancing and hedging an investment plan. (New York: 
1941. Pp. xiv, 296. $3.50.) 
, J. H. Controllership; its functions and technique. (New York: 
ollers Inst. of Am., 1. E. 42d St. 1940. Pp. 144. $2.08.) 
. WW, editor. Lectures for bankers and business executives. (New Wilm- 
ton, Pa.: Am. Econ. & Bus. Found. 1940. Pp. 663. $5.) 
“Thi irty-nine lectures delivered in the Department of Economics and Busi- 
Administration, Westminster College, 1936-40, before a group of bankers 
nd business executives.’ 
. J]. W. Cost accounting problems, (Chicago: Richard D, Irwin. 1940. 
Pp. 153 ) 
NewMAN, W. H. Buastness policies and management. (Cincinnati: South- 
estern Pub. Co. Pp. 656. 1940. $4.) 
rer, R. B. Design for industrial coérdination. (New York: Harper. 1941. 
264. $3 
\ technique for coérdinating the primary functions in the field of indus- 
rganization.”” 
A. and MorGAn, V. J. Introduction to business. Rev. ed. (Boston: 
ind Bacon. Pp. 572. $1.40.) 
MPFF, A. H. and WALLAcE, W. C. Bookkeeping and accounting; 
ind practice; introductory course. 4th ed. (New York: Prentice- 
Pe 368. $1.60.) 
. J. Study book for accounting and auditing assistant. Civil serv. 
mus courses. (New York: Cord Publishers. 1941. Mimeographed. 


op, J. F. and NIswonGerR, ©. R. Federal tax accounting. 12th ed. 
nati: South-Western Pub. Co. 1941. Pp. 526. $3.41.) 

L. T. The issuance and distribution of corporate securities under the 
deral regulation. Univ. microfilms, pub. no. 209. (Ann Arbor: Univ. of 
Microfilms. 1940. Pp. 676. $8.45.) 

i, F. P. Management trading ; stock-market prices and profits. (New Haven: 
Univ. Press. 1941. Pp. xii, 146. $2.50.) 
L Common stocks and bonds as long-term investments. (Chicago: 
f Chicago Press, 1941. Pp. vii, 91. $1.) 
vernment and the investor. (New York: Farrar and Rinehart. 1941. 

223. $1.50; $1, textbook ed.) 
his small volume, Dr. Stein has compressed a large amount of interesting 
luable information, illuminated by some sound comment. Starting with 
ieaty chapters on the corporation and its security holders and an ad- 

ondensed description of the securities market, the author discusses 
leral and state regulation of security issues, the regulation of the securi- 

—, and the specific regulation of public utility holding companies 

nent trusts. In each chapter the discussion of regulation is preceded 

ily condensed and yet, for the purpose, adequate analysis of the 

on to be regulated. This is followed by a discussion of the abuses which 
rection, the machinery of regulation, and the results of regulation. 
r. Stei n, Ww hile sympathetic with the objectiv es of this legislation, and not 
ritical of its machinery and methods, is slightly skeptical as to its results. 
sion on the effectiveness of control may be summarized as follows: 
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“It was not intended that the Securities Act should take the risk out of 
securities and make it impossible for purchasers to lose money. On the cop. 
trary, it was recognized that risky ventures are a necessary part of economi 
development and that our leading industries started their careers as highly 
speculative businesses. . . . Apparently the sponsors of the act believed tha 
the mere telling of the truth would somehow operate, not only to preven: 
frauds and misrepresentation, but also to promote sound investment.” 

E. S. Meap 


Tospa, H. R. Introduction to sales management. (New York: McGraw-Hil! 
1940. Pp. xiii, 526. $4.) 

This book is a revision of Introduction to Sales Management which was 
first published in 1933. It is a sort of junior case-book containing fewer and 
much simpler problems than those included in the author’s more voluminous 
Problems in Sales Management. The book is especially adapted for use jn 
short courses in sales management. Professor Tosdal has done his usual ex. 
cellent job of selecting, editing, and annotating these cases. About half of 
those included in the book are new; the remainder were in the first edition 
The author titles his book Sales Management. His definition of this term is 
so broad, however, that the volume could almost be used as a case-book for ; 
general course in marketing. The division headings cover most of the subjects 
included in the standard case-book on marketing. 

R. S. ALEXANDER 


TRENT, E. Dollars and sense. (New York: Kensington Press, 730 Fifth Ave 
1941, Pp. 84. $2.) 

ViRTUE, Mayor C. M. Company administration and personnel records. 8th ed 
(Harrisburg, Pa.: Military Service Pub. Co. 1940. Pp. 298. $1.75; $1.25 
paper. 

WicKENS, D. L. Residential real estate, its economic position as shown by value 
rents, family incomes, financing, and construction, together with estimates for 
all real estate. (New York: Nat. Bur. of Econ. Research. 1941. Pp. xxii, 3 
$3.50.) 

Administration of the Bankruptcy act: report of the Attorney General's Com: 
mittee on Bankruptcy Administration, 1940, (Washington: Supt. Docs. 194! 
Pp. 330. $1.) 

Commercial law. (New York. Am. Inst. of Banking, 22 E. 40th St. 1940. Pp 
413. $3.) 

Federal securities laws; 1940 ed. Dollar book ser. (Chicago: Commerce Clear 
ing House. 1940. Pp. 194. $1.) 

Foreign long-term investment in the United States. U. S. Dept. of Commerce 
Bur. of For. & Dom. Commerce. (Washington: Supt. Docs. 1940. Pp. 7 
15c.) 

Survey of American listed corporations; subsidiaries of 2052 registrants unae 
the Securities Exchange act of 1934, showing relationship to and control > 
parent. Works Projects Admin. stud. (Washington: Securities and Exchang: 
Commission. 1940. Pp. 381, mimeographed. ) 
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NEW BOOKS 
ABRAMS, E. R. Power in transition. (New York: Scribner. 1940. Pp. 318. $3.) 
ApaMs, W. G. S. and others. The deeper causes of the war and its issues (New 
York: Norton. 1941. Pp. 206, $1.50.) 
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Addresses by Gilbert Murray, Viscount Samuel, Sir William Beveridge, and 
hers, arranged and collected by the British Institute of Philosophy. 

AUMANN, F. R. The changing American legal system; some selected phases. 
Contribs. in hist. and pol. sci. no. 16, grad. school ser. (Columbus: Ohio State 
aiv. Press. 1940. Pp. 291. $2.25.) 

patpwin, W. D. Baldwin's digest service, patent, copyright trade work cases, 
uding unfair competition, 1940 issue. (Cleveland: Banks-Baldwin Law 

ub, Co. 1940. Pp. 46. $3.50.) 
BANSE, E. Germany prepares for war; a nazi theory of “national defense.” 
Translated by Alan Harris. (New York: Harcourt Brace. 1934. Pp. 379. $3.) 

Originally published in Germany in 1932 and out-of-print in this country 
n recent years, this book has been accepted as containng the basic war plan now 

ng followed by Hitler.” 

BENNER, C. L. Some economic consequences of the war and the preparedness 
m. Wilmington, Del.: Author, c/o Continental Am. Life Insurance 
Co. 1940. Pp. 20.) 
BONBRIGHT, JAMES C. Public utilities and the national power policies. (New 
York: Columbia Univ. Press. 1940. Pp. vi, 82. $1.25.) 

In this little book, one of the series based upon summer session lectures on 
policy at Columbia University, Professor Bonbright, with his usual 
felicity of statement and clearness of exposition and analysis, gives a brief 
résumé of recent aspects of public policy, especially federal policies, as they 
affect the electric light and power industry. After a brief statement of what 

> usually taken to be the fundamentals of the public utility problem and the 

sons for regulation, the author pays his respects to the fair value doctrine. 

though Professor Bonbright often protests that the literature relating to this 

t is lengthy, unilluminating and dismal, he nevertheless usually ends by 

lding a quota to the same lacking any of those qualities. The fact of the 

ter seems to be that concealed in the “fair value doctrine” is one of those 
s of ideologies about which thought necessarily revolves. 

After reviewing briefly the ‘‘golden twenties,” which saw the rise of the 

ding —— the treatment continues with the power policies of the 

wsevelt Administration in their threefold aspects of measures designed to 
regulation more effective, measures intended to advance public owner- 

p and national water-power projects, and a program of rural electrification. 

nbright’s summary is so well done that a summary here would be useless. 

- desiring a brief but well-balanced interpretation of recent develop- 

in the electric power field can certainly find it here. For good measure, 

author has reprinted from the Yale Review his recent article on public 

nership in relation to a national power policy in which the author defends 

f the more recent public ownership projects from the point of view of 
nomic experimentalist. 

MARTIN G. GLAESER 


F. M. Peace aims and post-war reconstruction: an annotated bibliography. 


Princeton, N.J.: Am. Committee for Internat. Studies. 1941. Pp. 31, mimeo- 
raphed.) 


HERNE, L. M. Adjusting your business to war. 2nd ed., enl. and rev. (New 
rx: Research Inst. of Am., 292 Madison Ave. 1940. Pp. 496. $6.50.) 
and others. Guns or butter? must national defense lower your stand- 
living? Round table broadcast no. 153. Chicago: Univ. of Chicago 
1 Table. 1941. Pp. 26. 10c.) 
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CLARKE, R. W. B. Britain's blockade. Oxford pamph. on world affairs, no, 3 
(Oxford: Clarendon Press. 1940. Pp. 32. 3d.) 

Cusack, SISTER M. T. The significance of a changing concept of ownershj» 
social and economic planning. A dissertation. (Washington: Catholic Uni 
of America Press. 1940. Pp. x, 146.) 

All economists, the author holds, work within a framework of specific at 
titudes toward property. These attitudes uphold the superstructure of thei; 
theory and condition directly the type of social control implicit in it. Proper 
concepts in turn are dependent upon the rapidity of change assumed for th. 
social order. Thus, the gamut may be run from those who hold change itsel/ 
to be the only reality to those who hold that the old order never changeth—or 
hardly ever. 

The author selects the writings of eight economists and analyzes their ad 
vocacy (or resigned acceptance) of certain kinds of social reform in tems 
of their belief or non-belief in the reality of change in the social process, Ip 
the first group—those who view change as the only reality—she places Lange 
Veblen, Mill, and Pigou; in the second—those who view human relatic 
as fundamentally stable but subject to modification—belong (strange bed 
fellows!) Keynes and Knight; and in the third—those who view human re 
lations as fundamentally stable—she puts Robbins and von Mises. The battle is 
joined between the changing form of ownership and the lagging concept 
of ownership. If the changing form has the only reality, the writers mus 
inevitably advocate or accept socialization of all forms of property as the 
solution. The first group, therefore, although differing widely among them 
selves in the degree of instability affirmed to exist in social and economic re 
lationships, must admit that the “evolution in ownership, however conceived 
eventually attains in theory a goal or a final stage of rest’’—the socialist stat 
Thus, for Pigou at one end of the scale, “the gradual approach to the socialist 
state is imperceptible” and for Lange, at the opposite end, ‘immediate state- 
decreed socialism is essential as a matter of political expediency.” The third 
group, however, consistently may advocate non-interference by the state and | 
the maximum amount of individualism since no cultural lag may be expect 
from property forms changing too fast for property concepts to keep pai 
The middle group, recognizing the equal validity of the changing form and the 
lagging concept, advocates balance between the individual and the social aspects 
of property; it is the goal of the state to achieve and to maintain a permanent 
balance. 

The first group of writers, the author relates to the social philosophy ot 
Marx, the third to Locke, and the middle group to Aquinas. The first and thir< 
attitudes are equally unacceptable; the first because its neglects the “reality 
of stable principles during change (chief among them the Catholic doctrin 
of an ultimate standard of morality) ; the third because it neglects the “realit 
of evolutionary social change. The middle group therefore which accepts 
equally stability and change in the social order is the only one which is con 
sistent with the fundamental dualism of man and the state and the individu: 
and the social aspects of property. Although economic balance in a changing 
world is admittedly difficult, it can only be found by those economists who walk 
in the path of Aquinas. 

MILDRED B. NORTHROP 


GALLAGHER, B. G. The American caste system. Social action, vol. 7, no. 1. (Ne 
York: Social Action. 1941. Pp. 38. 15c.) 
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», J. V. War and the Americas. Contemporary soc. prob., discussion ser., 
3 (New York: H. W. Wilson. 1941. Pp. 564. $2.) 
.. and Goocn, R. K. War for power, and power for freedom. American 
vi at war, no. 2. (New York: Farrar and Rinehart. 1940. Pp. 32. 10c.) 
Pe: philosophy of freedom. (New York: Land and Freedom, 150 
Ni 1941. Pp. 224. $1.) 
probe from Henry George’s Progress and Poverty. 
Hucues, R. O. Problems of American democracy. New ed. (Boston: Allyn and 
Bacon. 1940. Pp. 672. $1.60.) 
lack. D. T. Studies in economic warfare. (New York: Chemical Pub. Co. 1941. 


P. L. The Boulder ; historical and economic aspects. 
ord Univ ersity, Calif.: Stanfor 


University Press. 1941. Pp. xiv, 330. 


$3.50.) 

Krurcer, M. C. and others. Can capitalism defend America? Round table broad- 
casts, no. 150. (Chicago: Univ. of Chicago. 1941. Pp. 27. 10c.) 

Laves, W. H. C. The foundations of a more stable world order. Hatris Found. 
| 1940. (Chicago: Univ. of Chicago Press. 1941. Pp. 205. $2.) 

MacQuicG, C. E. America’s sources of power and national defense. Ohio State 
Univ. engineering ser., vol. 9, no. 6; Engineering Exp. Sta. circular, no. 38. 
(Columbus: Ohio State Univ. 1940. Pp. 15.) 
anx, F. M., editor. Public management in the new democracy. (New York: 

per. 1940. Pp. 266. $3.) 
Miter, E. I., compiler. A selected list of books, theses, and pamphlets on TVA 
xville: Tenn, Valley Authority. 1940. Pp. 7, mimeographed.) 

ER, J. P. Unfair competition; a study in criteria for the control of trade 
practices, Harvard stud. in monopoly and competition, no. 3. (Cambridge: 
Harvard. Univ. Press. 1941. Pp. xiii, 438. $4.) 

MouLTon, H. G. Fundamental economic issues in national defense. Pamph. no. 

(Washington: Brookings Inst. 1941. Pp. 32. 25c.) 

MUNK, F. The economics of force. (New York: George W. Stewart. 1940. Pp. 
xu, 254 $2.) 

The scope is broader than the title, ranging from the philosophical and 

hological foundations of nazism to topical comment upon America’s 

fense effort. The chapters on specifically economic topics are brief and give 
ly muddled picture of totalitarian economy. Written with intense emo- 
tional bias, as a warning to Americans, the book tends to run to half-truths 
tendentious commentary, contrasting the ‘‘irrational’’ and “‘bestial’’ ‘‘eco- 
mics of force” with the economics of “the profit motive” which represents 
terests of democracy and ‘‘welfare.’’ Whatever one’s thoughts about the 
stem, one cannot regard the view of the author’s own Czechoslovakia 

ind of the United States as less than naive. 

ROBERT A. BRADY 


WENS, R. N. Owens on business organizations and combination. Rev. ed. (New 
_ York: Prentice-Hall. 1941. Pp. 708. $5; $3.75, school ed.) 

AISH, G. The defeat of chaos. (New York: Appleton-Century. 1941. Pp. vi, 122. 


‘T, C. C. and BAERMAN, R. B. The way out for America. (St. Paul: Inst. 
hristian Econ. Action. 1941. Pp. 151. $1.50.) 
1 for American agriculture through trade agreements with “have-not” 
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(Axis) countries, presupposed to have won the war for which Germany ; 


held substantially blameless. 

Picou, A. C. The political economy of war. New and rev. ed. (New York: Mx 
millan. 1941. Pp. vili, 169. $1.50.) 

POLLARD, K. War and the people. (New York: Workers Lib. Publishers, 194; 
Pp. 63. 10c.) 

Porter, S. F. If war comes to the American home; how to prepare for the in 


evitable adjustment. Introduction by Harry Scherman. (New York: McBride 
1941. Pp. 319. $2.50.) 
“A personal defense program and forecast of an economic invasion.” 
PRATT, F. American and total war. (New York: Smith and Durrell. 1941, p» 
318. $3.) 
“A discussion of problems and policies related to the great national defens. 
effort, by the military expert for the New York Post.” 

QuITMAN, G. and ALLEN, W. H. Dictator isms and our democracy. (New York 
Inst. for Public Service, 5 Beekman St. 1940. Pp. 56. 25c.) . 
ROHLFING, C. C., CARTER, E. W., West, B. W. and HERveEY, J. G. Business and 
government, 4th ed. (Chicago: Foundation Press. 1941. Pp. xvi, 803. $4.) 


ROsEN, S. McK. and RosEN, L. Technology and soctety: the influence of n 
chines in the United States. (New York: Macmillan. 1941. Pp. xiv, 474. $3.) 
This is a useful text for students in courses introducing them to the socia 
sciences, and especially for students in schools of engineering and technolog 
by way of “introducing them to the world of social relationships and socia 
problems.’”’ From the great mass of material in the National Resources Con 
mittee’s report, Technological Trends and National Policy, to which Mr 
Rosen contributed, and from other sources, the authors have written an eas 
read and well organized book of twenty-two chapters. Dealing with the tec! 
nologic base in manufacture, transportation and communication, agriculture 
construction, and science in the professions, the authors proceed to analyz 
the economic effects, the social effects, and the political effects. 


labor, and the farmer, and economic notives for resistance, and summarize a 
an interesting case study the report on the cigar industry made by the N: 
tional Research Project of WPA. Under social effects, the subjects dealt wit 
are the development of urban communities and social disorganization, t! 
family, the comforts of life, public resistance, and human welfare throug! 
the case study of the doctor and the hospital. Under political effects, there a 
chapters on the growing services provided by municipal, state and nationa 
governments. Finally, there is a concluding chapter on technology and the new 
society. 

Professor Ogburn, who directed the research for the National Resources 
Committee report referred to, has contributed a valuable introductory chaptt 
drawing upon his many years’ reflection on the effects of invention in out 
time. This, together with the fact that the volume is profusely illustrates, 's 
of a handy size, and has well selected bibliographies at the end of each chat 
ter, makes an excellent first attempt, as the authors write, ‘to present é 
balanced picture which might aid the student and the citizen to gain some 
kind of perspective of the kind of world which they are called upon and wi! 


be called upon to face.” 
A. CLEMEN 


Under the heading of economic effects, they deal with the industrialist 
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, K. Big business, efficiency and fascism. (New York: Harper. Pp. x, 
50 
J] W. $250) rearms; the citizen’s guide to national defense. Headline 
ks, no. 28. (New York. Foreign Policy Assn. 1941. Pp. 64. 25c.) 
--Hupk, R. Axis America; Hitler plans our future. Current hist. book. 
(Ne Putnam. 1941. Pp. 291. $2.50.) 

An analysis of the nazi interpretation of the character of the United States 
ind a description of German, Italian and Japanese plans for North and South 
America, mutled from documents circulated in the Axis countries.” 

THompsoNn, C. W. and SmiruH, W. R. Public utility economics. (New York: 

McGraw-Hill. 1941. Pp. x, 727. $4.50.) 
y GoTTL-OTTLILIENFELD, F. Wirtschaft als Wissen, Tat und Webr: iber 
virtse haftslehre, Autarkie und Webhrwirtschaft. (Berlin: Junker und 
aupt. 1940. Pp. 97. RM. 3.80.) 
Warp, B and others. Hitler’s route to Bagdad. Introduction by Leonard Woolf. 
(New York: Norton. 1941. Pp. 356. $3.) 

Brief studies of the contemporary political and economic situation of 
Yugoslavia, Rumania, Bulgaria, Greece and Turkey.” 

Writs, H. G. The common sense of war and peace; world revolution or war 

unending. (New York: Penguin, 1941. Pp. 116. 25c.) 

VituiaMs, F. War by revolution. (New York: Viking. 1941. Pp. 158. $1.50.) 
A doctrine of democracy for the future and a plan for the conquered 
ntries to win this goal by a united revolution.” 

ZELOMEK, A. W. and SHOOK, R. C. American business in a changing world. 

_ New Yi ork: Whittlesey House, McGraw-Hill. 1941. Pp. xiv, 264. $2.50.) 
) id d the consumer. Prepared by the Inst. for Consumer Educ, Pub. af- 
ph. no. 54, consumer ser. no, 3. (New York: Public Affairs Com- 
1941, Pp. 32. 10c.) 
ral Trade Commission: twenty-sixth annual report for the fiscal year ended 
30, 1940. (Washington: Supt. Docs. 1940. Pp. 217. 30c.) 
i] aspects of mobilization for defense. Conf. board reports. (New York: 
Nat. Ind trial Conf. Board. 1941, Pp. 28.) 
vill: hearings, 77th Cong., 1st sess., on H. R. 1776, further to pro- 
de fense of the United States, and for other purposes, January 
21-25, and 29, 1941. (Washington: House Foreign Affairs Com- 
141. Pp. 692. 65c.) 
de we se: hearings, 77th Cong., 1st sess., on S. 275, bill further to pro- 
defense of United States, and for other purposes. Part. 1. January 
’-February 3, 1941, (Washington: Senate Foreign Relations Committee. 
11. Pp. 306. 35c.) 
. Part 2, February 4-10, 1941. (Washington: Senate Foreign Rela- 
Committee. 1941. Pp. 307-830. 50c.) 
jor Britain. Planning pamph. no. 3. (Washington: Nat. Econ. and Soc. 
ng Assoc. 1941. Pp. 56. 20c.) 
| braries; World War Il, a bibliography (New York: Special Libraries 
\ssoc. 1941. Pp. 16. 25c.) 
dies in war economics. (Washington: Internat. Labor Office. 1941. Pp. 199. 
L.) 
ee Valley Authority: annual report for the fiscal year ended June 30, 
(Washington: Supt. Docs. 1941. Pp. 528. 75c.) 
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Labor and Labor Organizations 

The Unemployed Worker: A Study of the Task of Making a Living With. 
out a Job. By E. WiGHT BAKKE. (New Haven: Yale Univ. Press for 
the Inst. of Human Relations. 1940. Pp. xix. 465. $4.00.) 

Citizens Without Work: A Study of the Effects of Unemployment Upon 
the Workers’ Social Relations and Practices. By E. WiGHT Baxxr 
(New Haven: Yale Univ. Press for the Inst. of Human Relations 
1940. Pp. xiv, 311. $3.00.) 

These two books might well have been published under one title, a 
Volumes I and II in the order listed above. They are really one integrated 
work, and either volume would be inadequate if read alone. Together, 
they are surely more than adequate. 

The study represents the culmination of one important phase of the pro- 
gram being conducted by the Yale Institute of Human Relations toward 
the creation of a new social science, a science which is broader than the are: 
restrictions imposed by the traditional delimitations of economics, sociology 
psychology, or statistics. It is all of these and more. It is a study of a signifi 
cant segment of the human race in its relation to the society in which it lives 
It is, further, a study of that segment from its own point of view. 

I have always felt that the Whiting Williams books (What's on the 
Worker's Mind, Mainsprings of Men, etc.) represented the perversion of 
a good idea. Professor Bakke has taken the same basic good idea and 
rather than pervert it, has produced a real and immensely valuable picture 
of “what’s on the unemployed worker’s mind” and why. The author and 
his staff lived and worked among the unemployed of New Haven for years 
collecting statistical data and impressions. Often the latter are the morc 
important, for, with such matters as are dealt with here, “‘totals mean very 
little’ (1, p. 71). Professor Bakke states ‘that we are concerned with the 
worker's view of his world,” (I, p. 35) a world which, at best, is con- 
fusing and baffling. Ignorant of theory and of broader fact, the worker 
is obliged to adjust himself after his own fashion and with beclouded 
understanding to the cataclysmic changes which happen to him. Unem- 
ployment and relief are such changes. What adjustments are made, upon 
the appearance of unemployment, by the worker and his family and his 
group? Adequate answers are here given to most of the subsidiary ques 
tions which are implicit in that generalized question. 

The basic conclusion of both volumes is found in Professor Bakke: 
statement that a reader “has missed the whole trend of this study who has 
not become aware that men work for more than money, that a job meats 
more than the wages received for the effort” (I, p. 308). The vast mass 
of evidence cited in the books is not only ample support for this propos 
tion, but also clearly suggests the nature of those things which are ‘mot 
than money, . . . more than wages.” Briefly, these things may be summec 
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up as family and community status. ““Those men and women and children 
mpressed one as secure and as most thoroughly motivated toward self- 
reliance who . . . were geared into the life of their community. The degree 
f their insecurity and the loss of their desire to be self-reliant appeared 
be almost directly proportional to the extent of the breaking of these 
ties” (II, p. 304). 
In considerable cetail, the second volume marshals evidence quite 
thoroughly damaging to the common complaint that relief and social in- 
rance are responsible for a general decay of self-reliance. But at the same 
me, the identical evidence suggests grave errors in the contemporary law 
in the administration of aid to the unemployed. Numerous important 
uggestions for improvement are made, but in no case is there a blueprint 
f the genus panacea. The author's feet are too firmly planted on the 
ground for him to fly off into the clouds of visionary cure-alls. 
Professor Mark A. May, the Director of the Institute, states that, with 
regard to the Institute’s program for the creation of a unified social science, 
the research embodied in these volumes is exploratory in nature’ (I, 
vi). Undoubtedly this is true; it is essentially a pioneering work. Much 
more needs to be done. It is very much to be hoped, for example, that 
Professor Bakke will follow out his present intention of applying the 
r an improved technique to the study of the worker's relation to 
labor unions. But a reader should not conclude that these volumes are 
merely exploratory. In a very real sense they are definitive. And I think 
that to any reader they will be tremendously informing. It came as some- 
f a shock when I realized that most of us can read with profit a 
mple account of the way in which our neighboring workingmen live and 
nk. These books indicate the extent of our own lack of understanding 
nd go a long way toward rectifying it. They tell us little of the statistical 
verage unemployed man”’; that is, they contain few enumerative samples 
‘rom which hasty readers may concoct sweeping generalizations. But they 
tell us a great deal about the feelings, reactions, and personal adjustments 
f flesh-and-blood unemployed human beings. The reader concludes the 
books with few satisfying generalizations but with an immensely improved 
understanding. 
Professor Bakke has written in an engaging and attractive style. While 
they might be read with pleasure and advantage by any literate person un- 
. with the technical language of experts, these volumes are of especial 
1¢ to the expert students of labor, of relief, and of the social insurances. 
WILLIAM S. HopkKINs 


Stanford niversity 


Labor under German Democracy: Arbitration, 1918-1933. By FRIEDA 
WUNDERLICH. (New York: New School for Social Research. 1940. 
Pp. xiii, 101, $1.00.) 
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The fate of arbitration, writes Frieda Wunderlich in her timely and ip. 
structive book, reflects the fate of German democracy. The tie between 
arbitration of labor disputes and democracy in Germany goes further and 
deeper than the mere chronological parallelism: five years of political and 
economic instability, struggle and insecurity after the first revolution; three 
years of terrific crisis preceding the second revolution; and six relatively 
quiet years between the two stormy periods. 

After the first revolution, under the Weimar Republic, labor did not have 
to fight for the right to collective bargaining. This was—or at least seemed 
to be—secure. The problem labor was facing was to obtain collective agtee- 
ments most favorable to its interests. In the struggle for this goal, arbitra- 
tion of disputes by the state, originally regarded as an emergency measure 
gradually became the general rule. The “political wage’ was praised by 
labor leaders as a glorious achievement, and used by political representatives 
of labor as a vote-catching slogan. But the German government did aot 
use its prerogative of arbitration in order to secure a system of wages which 
it would consider as just in regard to workers and advantageous for the na- 
tional economy as a whole. During a decade it arbitrated cases merely by 
splitting the difference between the parties involved. There was : 
political wage without wage policy, a ‘‘planless arbitration system’ as 
Frieda Wunderlich describes it. And she shows how the long practice of 
authoritarian wage regulations made it easy for the government to decrec 
the general wage reduction which was the foundation stone of the suicidal 
deflation policy of Chancellor Briining. 

The author also shows how the arbitration policy led to a split of interests 
within labor itself, alienating the unemployed, weakening union influence 
on the employed rank and file. ‘‘Unions lost much of their fighting spirit 
spontaneity, self-reliance and power of attraction. Petrification was the 
price paid for changing from free organizations into semi-official sta 
organs. 

But Frieda Wunderlich neither makes a case against arbitration nor 3 
vocates unrestricted liberalism in bargaining and fighting for labor cond 
tions. She concludes her study with these lines: ““To have built labor lav 
on class antagonism was a fundamental mistake. . . . Willingness to co 
Operate, more common sense, more democratic responsibility on the part o! 
capital and labor, could have made the collective liberalism function; but 
political power, prerogatives of large associations and state regulation mac 
some new corporative étatism embodying powerful state influence inevits- 
ble, essential to any workable system in Germany. .. .” 

The history of arbitration under German democracy is a history 
illusions and deceptions. Frieda Wunderlich tells this story with impattialit 
and objectivity based on a conviction that experience of a frustrated nation 
may be of use for other countries. W. §, WoyTINsKY 
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rews, J]. B. Labor law administration in North Carolina. (New York: Am. 
for Labor Legislation, 131 E. 23rd St. 1940. Pp. 24. 20c.) 

]. A. Labor problems in the Pacific mandates. (New York: Inst. of 
Relations. 1940. Pp. xiii, 246. $2.75.) 

This brief volume is essentially a report on the nature of and the control of 
bor in the four Pacific Ocean mandates, New Guinea, Western Samoa, Nauru, 
ad the Japanese mandate, since their establishment at the close of the World 

[he study is based on a wide range of official documents issued by the 
latory powers, by the League of Nations, by the Permanent Mandates 
mission, and by the International Labor Office. These sources are sup- 

plemented by the use of the better known, though limited, secondary materials. 
' Following an introductory chapter on the general — of labor in the 
Pacific Mandates, the subject is organized under the following topics: ‘‘Japa- 

Immigrant Labor in the South Sea Islands under Japanese Mandate,” 

nese Labor in the Phosphate Mines of Nauru,” ““Chinese Plantation Labor 

a Western Samoa,” “Native Contract Labor in the Phosphate Mines of the 

se Mandated Territory,” ‘“The Native Indentured Labor System in New 

Guinea,” and “Conclusion: the Supervision of the Permanent Mandates Com- 
sion over Labor Matters in the Pacific Mandates.” 

While the mandate principle has not been used primarily for the benefit of 
the native peoples and it was never reasonable to suppose that it would be, Dr. 
Decker’s account does present a picture which should be somewhat encouraging 
to those who wanted to believe that it would be so used. In the main, the 
problems of native and immigrant labor in these mandates have been treated 
with some degree of practical idealism which in part may be attributed to the 
mandate principle. 

In the welter of rumor which has emerged on the Pacific Mandates, Dr. 

‘er maintains a detached, scholarly and moderate attitude. He does not 
elieve that the mandatory powers have done all that can be done, yet he 
refrains from being dogmatic and from the repetition of unsubstantiated 
harges. The labor and related problems of Japan’s mandate are not those of 

e Australian mandate of New Guinea. Dr. Decker clarifies these differences 

skill, and herein lies, perhaps, the greatest contribution of his work. 

There are some weaknesses. Dr. Decker does not appear to have personal 
knuwledge of the countries and peoples of whom he writes. Some of his con- 

sions on labor conditions today are based on the observations of travelers 

> some years ago (see p. 40). The index is poor and there are no maps. 

e are minor faults in what generally is a scholarly and stimulating study. 

PAUL H. CLYDE 


FFEY, JOHN DEAN. The productivity of labor in the rubber tire manufacturing 

ustry. Studies in History, Economics and Public Law. Number 472. (New 
Columbia Univ. Press. London: P. S. King. 1940. Pp. 204. $2.50.) 

The number of tires produced per man-hour tripled between 1921 and 

37, an increase in productivity equalled by few other manufacturing in- 

lustries, Dr. Gaffey has undertaken to explore the causes and consequences of 

this increase, and to discuss certain other economic characteristics of tire pro- 


tion 


The available facts concerning productivity are competently summarized, 
‘hough a number of important problems are passed over rather too briefly. 
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The behavior of productivity indexes between 1929 and 1935 (p. 87), the 
effect of incentive methods of wage payment on productivity (p. 97), and the 
importance of technical innovations involving an increase in invested capital 
as compared with those requiring no increase in capital (p. 89) might well 
have been examined more thoroughly. The conclusion that “unstable condj. 
tions in labor relations have been in large measure responsible for the reduced 
rate of productivity increase since 1933" (p. 181) is not supported by ace. 
quate evidence. Statements that the union has “undermined the confidence 
between management and labor,” “undermined the pride in skilled craftsman. 
ship,” and made “‘the present day workmen much more dollar minded thar 
ever before” (p. 117) would be difficult to verify. The discussion of the te. 
cent tendency toward decentralization of tire production is perhaps as adequate 
as it could be with the imperfect information available. Detailed material on 
labor productivity and unit labor costs in Akron and outside Akron would be 
necessary to shed much light on this problem. 

On the explanatory and theoretical side the study is hardly satisfactory. The 
discussion of the distribution of the gains from increased productivity make; 
no use of refined techniques, such as those suggested by Professor Mills, and 
exhibits theoretical confusion at several points. The statement that mone 
wages in a particular industry “normally reflect changes in productivity,” and 
that “the marked upward trend of wages in the tire industry is largely ex. 
plainable in terms of increasing labor productivity’ (p. 144) applies to. 
particular industry propositions which are true only of the economy as a whole 
and moreover confuses marginal with average productivity. 

Students of productivity will find Dr. Gaftey’s work a useful source of ray 
material. It makes little headway toward answering the questions posed by 
economic theory in this field, but it has the merit of exhibiting how difficult 
these questions are to answer. 

LLoyp G, REYNOLDS 


GILSON, May BARNETT. What's past is prologue: reflections on my industria 
experience. (New York: Harper. 1940. Pp. xii, 307. $3.) 

It is seldom that a person with more than a dozen years of practical ex 
perience in management turns to research and teaching as a profession and 
gives us an absorbing life’s history as replete with rich experiences and acute 
observations as was done by the author of this book. Its significance does no! 
lie only in its contents relating to Miss Gilson’s activities. It is above all a 
segment of America’s cultural life. 

The daughter of an editor of a church publication and brought up in the 
strictest Presbyterian milieu, Miss Gilson went to college at the time when 
sociology and economics were barely visible above the horizon of college 
curricula-makers. She plunged into direct contact with the life of the working 
people of teeming industrral Pittsburgh as the holder of a modest public l- 
brary job. But she was destined for much bigger things. Her great experience 
came as a pioneering interpreter of the principles of scientific management in 
the clothing factory of Joseph and Feiss. Here she very evidently went beyon 
Frederick W. Taylor, whom she revered, and unselfconsciously worked out 4 
technique of job administration based upon consent and an understanding 0! 
the deep-seated aspirations of the wage-earners employed in that establish- 
ment. Her account of her activities as one of America’s pioneer personne Ks 
managers gives us a rich insight into the psychology of our welfare capitaiiss 
as well as of labor. 
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Miss Gilson then turned to research and made a thorough investigation of 
British system of unemployment insurance. The author is not one of those 
who see in the British employer group a uniformly more mature attitude 
rd unionism than is shown by their American confreres, and she clearly 
ws that it is a mistake to assume that with every British employer col- 
e bargaining has become a mere matter of procedure rather than that of 
ession in principle, 
Miss Gilson’s experience as a researcher was thrilling while meeting people 
gathering the data but she confesses to a decided let-down when she was 
fronted with the necessity to conform to the established academic form 
“presenting the data and the enforced ultra-conservatism in drawing con- 
sions. It is the reviewer’s conviction that any possible over-shooting of the 
irk in Miss Gilson’s theorizing about her data would perhaps have been 
more instructive to the research fraternity and to the aedian public than a 
verced restraint. The reviewer is certain, however, that she more than makes 
up for that as an inspiring teacher of her students at the University of Chi- 
70 


SELIG PERLMAN 


HAMBURGER, L. How nazi Germany has mobilized and controlled labor. (Wash- 
mn: Brookings Inst. 1940. Pp. 63. $.25.) 
Th e control of labor in Germany described by Dr. Hamburger in his 
hlet is the technical control of the supply of labor force rather than the 
litical control of workers. The problems which the Hitler government has 
soy facing in its labor market policy were those known not only by the nazi 
gime: surplus in the supply of labor and lack of work opportunities, malad- 
stments in the distribution of labor force by industries and occupations, 
ortage of labor and especially of skilled labor are the most important among 
Characteristic of the nazi régime were, however, the methods used for 
ering hese problems. Dr. Hamburger shows the trend which these meth- 
ls followed, beginning with administrative regulations and mild compulsion 


The s ry is told by Dr. Hamburger in a lucid and condensed way, and 
nost of the readers will agree with the statement that the labor market policy 
f Nazis rests upon their “fundamental philosophy, a philosophy in which war 

elf is a mere incident.’ Some readers may, however, object that it is but 

t tural if the nazi labor policy were in alignment with the political ideas of 
nazism. What makes the labor policy of Nazis particularly interesting and 

tuctive for those who do not share their philosophy is the technique they 
velop for achieving aims toward which all nations are aspiring. The crucial 
stion, whether and to what extent these aims may be achieved at a price 
short of destroying democratic freedom, is not elaborated in the reviewed 
mt yh] et. 

Dr. Hamburger, a former professor of the University of Geneva, is now 
with the Brookings Institution. 

W. S. WoyTINskKy 
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ISON, F. H. Seniority policies and procedures as developed through collec- 
bargaining. (Princeton: Princeton Univ. Industrial Rel. Sect. 1941. Pp. 

_ 65 

\NOWLES, A. S. Merit rating in industry. Northeastern Univ. pub. bull. no. 1 
Boston: ‘Northeastern Univ. 1940. Pp. 41. Gratis.) 
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LesTER, R. A. Economics of labor. (New York: Macmillan. 1941. Pp. xy, 91; 
$3.75. 

LOVETT, i M. The middle class and organized labor. L.1.D. pamph. ser. (Ney 
York: League for Industrial Democracy. 1940. Pp. 32. 10c.) 

MorGAn, R. Arbitration in the men’s clothing industry in New York City: ; 
case study of industrial arbitration and conference method with particular te}. 
erence to its educational implications. Contribs. to educ. no. 823. (New York 
Bur. of Pubs., Teachers Coll., Columbia Univ. 1940. Pp. viii, 153. $1.85.) 

Myers, G. E. Principles and techniques of vocational guidance. McGraw-Hil| 
ser. in educ. (New York: McGraw-Hill. 1941. Pp. 389. $3.) 

RuBIN, R., compiler. Index to labor articles. (New York: Rand School of 
Soc. Sci. 1940. Pp. 8, mimeographed.) 

RUSSELL, JOHN DALE, editor. Student personnel services in colleges and uni: 
versities. Proc. of Inst. for Administrative Officers of Higher Institution; 
(Chicago: Univ. of Chicago Press. 1941. Pp. 309. $2.50.) 

SCHNEIDER, F. H. Patterns of workers’ education: the story of the Bryn Maur 
summer school, Introduction by Hilda W. Smith. (Washington: Am. Counc 
on Public Affairs. Pp. 158. $2.50, cloth; $2, paper.) 

SLICHTER, S. H. Economic factors affecting industrial relations policy in ne. 
tional defense. Industrial rel. monog. no. 6. (New York: Industrial Rel. Coun- 
selors. 1941. Pp. 112. $1.50.) - 

In twenty-one brief sections of from one to five pages, Professor Slichter 
succeeds in giving a remarkably comprehensive statement of the labor situa- 
tion and problems of labor policy relating to the defense bas wer 

SLocoMBE, C. S. Skilled workers for defense industries; a skilled labor suppl) 
study. (New York: Personnel Res. Federation, 60 E. 42d St. 1940. Pp. 7: 
$2.) 

STARR, M. Workers’ education today. L. 1. D pamph. ser. (New York: League 
for Industrial Democracy. 1941. Pp. 48. 15c.) 

Strong, E. D. The Amalgamated Clothing Workers of America. (Grinnell, lowa 
Herald-Register Pub. Co. 1940. Pp. 307. $2.50.) 

Wieck, Epwarp A. The American Miners’ Association: a record of the origin 
of the coal miners’ unions in the United States. (New York: Russell Sage 
Found. 1940. Pp. 330. $2.) 

The results of Mr. Wieck’s resourceful research justify his conclusion that 
this union (1861-1867) merits more than the line or less accorded it in labor 
histories. His study adds considerably to the information available in little 
known previously published histories of coal unionism, and throws light oo 
community and employer attitudes in the coal areas of Illinois, Missouri anc 
Pennsylvania. He has proved the sound trade union policy of the organization 
and, while he can trace no direct connection between them, its influence on 
the succeeding predecessors of the United Mine Workers. His research, how- 
ever, does not justify the statement made by the Director of the Department 
of Industrial Studies of the Foundation in her introduction, as to the direc 
line between the Association and industrial unionism in mass production uncer 
the C.1.0. For Mr. Wieck’s knowledge of mining—he was himself a mine! 
active in the Illinois union—and his research show that coal mining at the 
time was virtually limited to a single craft, and that the Association devote? 
itself rather more to the craft than to the interests of the mine laborers 

Mr. Wieck himself is not convincing in his claim that the Association 4 
more significant to the development of American unionism than its (0% 
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urn to yo codperation until after serious setbacks in nae union 
struggles; the same is true of the machinists’ reliance on Ira Stewart's eight- 
hour legislation panacea. These deviations from sound union policy came 
after the dissolution of the miners’ association and were the result of the same 
1 economic influences. 

York The study, while not giving a complete picture, is all the more remarkable 
85.) in view of the fact that no trace could be found of union records or of the 
v-Hill Weekly Miner, a journal listed by its contemporaries as important. The inter- 
esting documentary material presented in an appendix was gathered from 
widely scattered sources, the discovery of which must be credited to Mr. 
Wieck’s intimate knowledge of mining communities and his care as a research 
worker 
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» J G. A report to the governments, employers and workers of member 
tes of the International Labour Organisation. (Montreal: Internat. Labour 
Office. 1941. Pp. 16.) 
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WUNDERLICH, F. — labor and the war. Stud. on war and peace, no. 8. 
Social Res, ‘Suppl. i . (New York: New School for Social Research. 1941. 
Pp. v, 67. 40c.) 

— es on industrial relations, 1940, (Ann Arbor: Univ. of Michigan. 1940. 
meographed. $1.) 

An nerican Labor Press: an annotated directory. Introduction es ¥ R. 


Average hourly earnings in the drug, medicine, and toilet preparations industry. 
(Washington: U. S. Dept. of Labor. Bur. of Labor Stat. 1941. Pp. 19.) 
‘ommonwealth of Pennsylvania: Pennsylvania labor and industry review, Janu- 
{1, (Harrisburg, Pa.: Dept. of Labor and Industry. 1941. Pp. 90.) 
‘ommunity employment problems under defense; a memorandum of the Council 
for (Washington: Am. Council on Public Affairs. 1941. Pp. 23.) 
Earnings and hours in the iron and steel industry, April, 1938. Part. 1. Hourly 
es. Part 2. Occupational differences. Annual earnings in the iron and 
4 ory ten 1937. (Washington: U. S. Dept. of Labor, Bur. of Labor Stat. 
that 1941. Pp. 51.) 
- Earnings and hours in the portable-lamp and lamp-shade industries, February and 
em March, 1940. (Washington: U. S. Dept. of Labor, Bur. of Labor Stat. 1940. 
Pp. 15.) 
oom Entrance wage rates of common laborers, July, 1940 (Washington; U. S. Dept. 
_ ibor, Bur. of Labor Stat. 1941. Pp. 24.) 
YNOLDS, L. G. and THE LaBoR CoMMITTEE. Labor and national defense: a 
“sur y of the special labor problems arising from America’s defense activities 
i a program for action. The factual findings by Ltoyp G. REYNOLDs; 


wt program by THE LaBor CommiTTEE. (New York: Twentieth Century 
— 1941, Pp. xiii, 130. $1.) 
ot the iws5—tfederal. (Chicago: Commerce Clearing House. 1940. Pp. 145. $1.) 


bor ‘rights in the United States; an outline for teachers and students. (New 
- York: Workers Defense League, 112 E. 19th St. 1941. Pp. 36. 15c.) 

¢ labour situation in Great Britain. A survey: May-October, 1940. (Washing- 
_ ton Tate ‘tnat. Labour Office. 1941. Pp. 56. 25c.) 

‘iit of American trade union journals and labor papers currently received by 
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the Department of Labor library. (Washington: U. S. Dept. of Labor Lit 
1941. Pp. 32, mimeographed.) 

Maximum hour legislation in France, 1936-1940. (Washington: U. S. Dept. of 
Labor, Wage & Hour Div. 1941. Pp. 70, mimeographed.) 

National Labor Relations act: hearings, 76th Cong., 3rd sess., pursuant to 
H. Res. 258 (76th Cong.), creating a select committee to investigate the Nu. 
tional Labor Relations Board. Vols. 24-30. (Washington: House Spec. Com. 
mittee to Investigate NLRB. 1940. Vol. 24, pt. 1, 25c., pt. 2, $1.50; vols 
25, 26, 20c. each; vol. 27, 15¢.; vol. 28, 30c., suppl., 10c.; vol. 29, 30: 
vol. 30, 10c.) 

National Labor Relations act: Part 1. Report submitted by Mr. Smith of Vir. 
ginia, December, 1940. (76th Cong., 3rd sess.) (Washington: Supt. Docs 
1941. Pp. 172. 20c.) 

. Part 2. Minority views pursuant to H. Res. 258, 76th Cong 
(Washington: Supt. Docs. 1941. Pp. 3. 5c.) 

Outline of industrial relations policies in defense industries. Res. rep. ser. 
no. 62. (Princeton: Princeton Univ. Industrial Rel. Sect. 1940. Pp. 47. 75c.) 

Reducing fluctuations in employment; experience in 31 industries. Stud. in per 
sonnel pol. no. 27. (New York: Nat. Industrial Conf. Board. 1940, Pp 
60.) 

Regulating hours of labor in Great Britain. (Washington: U. S. Dept. of Labor 
Wage and Hour Div. 1941. Pp. 21, mimeographed.) 

Salaries and hours of labor in municipal fie departments: Vol. 1. New England 
cities; Vol. 8. Mountain Division cities. Bur. of labor stat. bull. 684, vols 
1 and 8. (Washington: U. S. Dept. of Labor. 1940. Pp. 31; 22. Vol. 1, 10 
vol. 8, Sc. 

Union ae and hours in the bakery industry, June 1, 1940. (Washington 
U. S. Dept. of Labor, Bur. of Labor Stat. 1941. Pp. 8.) 

Union Wages and hours in the building trades, June 1, 1940. (Washington: U.S 
Dept. of Labor Bur. of Labor Stat. 1941. Pp. 30.) 

Union Wages and hours of street-railway employees, June 1, 1940, (Wash 
ington: U. S. Dept. of Labor, Bur. of Labor Stat. 1941. Pp. 12.) 

Wage and hour division, U.S. Dept. of Labor: annual report for 1940. (Wash 
ington: Supt. Docs. 1941. Pp. 223. 30c.) 

Wages and hours in the jewelry industry, February, 1940. (Washington: U. 5 
Dept. of Labor, Bur. of Labor Stat. 1940. Pp. 17.) 

Women workers in their family environment. Women’s bur. bull. no. 183 
(Washington: U. S. Dept. of Labor. Pp. 82. 15c.) 


Money, Prices, Credit, and Banking 


Government Agencies of Consumer Instalment Credit. By JOSEPH D 
Coppock. Stud. in consumer instal. finan. No. 5. (New York: Nat 
Bur. of Econ. Res. 1940. Pp. xxii, 216. $2.50.) 

Industrial Banking Companies and Their Credit Practices. By RAYMON! 
J. SAULNIER. Stud. in consumer instal. finan. no. 4. (New York: Nat 
Bur. of Econ. Res. 1940. Pp. xxi, 192. $2.00.) 

The Pattern of Consumer Debt, 1935-36; a statistical analysis. By BLANCHE 
BERNSTEIN. Stud. in consumer instal. finan. no. 6. (New York: Nat 
Bur. of Econ. Res. 1940. Pp. xviii, 237. $2.50.) 
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t Lit Siler Finance Companies and Their Credit Practices. By WiLBUR C. PLUM- 
meR and RALPH A. YOUNG. Financial res. program. Stud. in con- 
ye sumer instal. finan. no. 2. (New York: Nat. Bur. of Econ. Res. 1940. 
nt to Pp. xxili, 298. $3.00. ) 
¢ Na- Under a financial grant from the Association of Reserve City Bankers 
Com. and the Rockefeller Foundation, the National Bureau of Economic Re- 
vols search in 1938 began a series of studies in the general field of consumer 
- ‘nstalment financing. The four volumes listed here constitute a part of 
t Vir. e findings in this large field. It may be said, in general, that all these 
Docs studies place emphasis upon the factual and descriptive aspects of instal- 
nen t finance rather than upon a critical and analytical appraisal of the 
Song stitutions currently providing such credit. They present a compendium 
i‘. f fact which may give a background for appraisal and philosophical gen- 
ic) eralization and in no sense attempt to deduce conclusions as to the ade- 
n per acy with which the institutions work or the relative value of existing 
). Pp facilities in contrast with others that might be suggested. In this presenta- 
tion the authors have provided a factual basis that should aid in the for- 
ans mulation of financial policy, a policy they do not attempt to prescribe. 
gland Each volume is a model in clear presentation, the salient points and 
“vols general picture being presented in a summary which is followed by a de- 
, 10 led picture that is clarified by numerous statistical data and charts. Prob- 
y most students of consumer instalment finance will limit themselves 
agton an examination of these summary chapters. One who wishes a bill of 
US particulars on any special aspects of the problem, however, may find it in 
following chapters. Because of the nature of the work this review will 
Wasi mited to some of the more significant findings of each volume. 
In volume 2 Messrs. Plummer and Young define sales finance companies 
Was middlemen’ between producers and dealers and between dealers and 
US nsumers, providing the funds that make the transition possible (pp. 1 
ind 40). The extent of this type of financing is indicated by the estimate 
. 183 that in 1937 retail dealers extended nearly $4,300,000,000 in instalment 
redit and half this amount was provided by sales finance companies (p. 
Nearly 5,900,000 non-relief families (one-fourth of total families) 
i in 1935-1936 a change in the amount of retail instalment debt. Aver- 
"H D ge losses by six month intervals in a four-year period for auto paper 
; Nat ried from one-half to two per cent of the paper liquidated (p. 12). For 
diversified financing in 1938 the down payment averaged ten per cent. 
MONI Repossessions for the appliance sales through the Electric Home & Farm 
: Nat Authority showed an inverse correlation with the income of purchasers 
p. 16). Financing charges in 1935-1938 for new cars ranged from 
i HE lve to twenty per cent and on used cars from eighteen to thirty-seven 


per cent. Earnings on capital invested in finance companies were 7.9 per 


cent t independent companies and somewhat lower for factory controlled 


\ 
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companies. These figures indicate that sales finance companies have assume 
an importance to the economy that justifies examination and appraisal. 

Professor Saulnier in volume 4 traces the history of industrial banking 
from the beginning of the Morris Plan Bank in Norfolk, Virginia, in 191 
He shows that in 1938 industrial banking comprised 410 units whic 
loaned from 375 to 425 million dollars during the year. The companies 
first dealt only in co-maker loans but have branched out into loans on single 
name and on collateral security, as well as into sales finance business. The 
charge-off for ten large companies in 1929-1938 was less than one 
cent of the volume of loans. Profits of Morris Plan banks for the period 
1922-1938 averaged ten per cent on owners’ equity. These banks serve the 
double function of promoting savings and lending to consumers. Perhaps 
the most significant observation, from the social point of view, is that more 
than half the loan volume comes from former borrowers (p. 99). 

Volume 5 on Government Agencies of Instalment Consumer Credit, by 
Coppock, is limited to a study of lending by the Federal Housing Admin- 
istration and by the Electric Home & Farm Authority. The former was 
designed to promote property improvement and the latter to assist in the 
purchase of electric appliances from approved dealers and codperating util 
ities. The F.H.A. was aimed to relieve unemployment and to reduce the 
cost of financing. The Administration obligated itself to insure up to twent 
per cent of the loans made for a period not over five years at an interes 
rate of not more than five per cent. Volume of loans from August, 1934, to 
April, 1937, aggregated $560,000,000. The author is uncertain as to how 
much this lending stimulated improvements and reduced costs; he is of the 
opinion that the chief effect was to educate bankers in making small loans 
on an amortization basis. 

The Electric Home & Farm Authority was created by executive order 
remove obstacles to the wider use of electricity: high electric rates, heav 
finance charges and lack of knowledge of electric devices. By June, 1938, 
the Authority had made 74,095 contracts aggregating $11,640,452. Funds 
were derived from bank loans. Net profit on invested capital was 1.1 
per cent in 1936-1937 and 4.2 per cent in 1937-1938. For the year 1937 
repossessions were only 7.4 per cent of sales. This agency helped introduce 
bankers into consumer lending. 

Blanche Bernstein in volume 6 presents The Pattern of Consumer Debt, 
1935-1936. This is an analysis of 60,000 expenditure schedules of non- 
relief families for the year 1935-1936. One-fourth of the families during 
this period had a net change in instalment debt. This increase is attributes d 

largely to a higher standard of living in anticipation of larger income | 
an expansion year. The author traces the changes in instalment debt for 
furniture, automobiles, electric equipment and radios. The data used in this 
study were based on a Works Progress Administration project of 1936 for 
51 cities, 140 villages and 66 farm counties in 30 states. 
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Knowledge of the factual basis presented in all these volumes should 
mote wise economic policy. 


CLYDE OLIN FISHER 
Wesleyan University 


NEW BOOKS 
not, E. H. D. Peoples banks in South Africa. Pubs. of Univ. of Pretoria, ser. 
iii: arts and soc. sci. no. 10. (Pretoria: J. H. de Bussy. Pp. 42. 2s.) 
ENGREN, R. F. Credit union, North America. (Madison, Wis.: Credit 
Union Nat. Assoc., 1342 E. Washington Ave. 1940. Pp. 397. $2.) 


racc, A. Do you need some money? consumer credit as a means to economic 


‘gbility. (New York: Harper. 1941. Pp. xiii, 271. $2.25.) 


ser, F. H. The hidden power of money. (Los Angeles: Wetzel. 1941. Pp. 305. 


MecraH, M. The organization and functioning of branch banking in England 


ind Wales. (New York: Am. Economists Council for the Study of Branch 
Banking. 1941. Pp. 38.) 


impson, W. H. The small loan problem in South Carolina, (Columbia: Univ. 


f South Carolina, Ext. Div. 1940. Pp. 59.) 
aRREN, R. B. The search for financial security. (New York: Columbia Univ. 
Press. 1940. Pp. vi, 91. $1.25.) 
This book represents one of the courses of lectures offered in the 1940 
Summer School at Columbia University, designed “to summarize” and ‘‘relate”’ 
nt contributions in the social sciences, especially those ideas “‘significant in 
shaping public policy.” 
According to Professor Warren, ““The whole course of economic history is 
the record of an increasing search for security, the adoption of ideas designed 
provide security, and of the incorporation of those ideas into institutions . . .”” 
(p. 72). This conclusion holds for changes of law and practice in the financial 
Although the unending search for security has often meant “repealing 
reforms and substituting their precise antitheses” (p. 71), the shortcomings of 
er measures provide no reason for me ae condemnation, reforms are to 
be appraised in terms of their “functional adaptation to a given time and 


place” (p. 78). Even the Continental currency and the wildcat banking of later 
les can be justified from this viewpoint. The Federal Reserve System, 
vith its emphasis on “transactional” (commercial) loans, was aimed at the 


special problems of a pre-war environment. After the difficulties of 1920, banks 
sought safety and liquidity in the security markets; and after the debacle of 
29, in investments in government securities. From being purveyors of 
edit,” banks have become large suppliers of “capital,” thus adding to the 
eavy institutional demand for ‘‘debt-capital” without there being a com- 
ble increase in “ownership capital” (p. 65). Consideration of the changes 

n banking reform and practice leads Professor Warren to the conclusion that 
the “'system of 1939 has protected itself against every danger disclosed in the 
past’ (p. 31), especially against the risk of inconvertibility of deposits revealed 
In view of the book’s general character and purpose, criticisms of technical 
minutiae are hardly appropriate. But it may not be unfair to mention a few 
points at which specialists will find grounds for controversy or further quali- 
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fication: the cost theory of bank interest (p. 44); the definitions of “bank 
credit” and “‘capital” (pp. 42-43); the view that low interest rates are no 
evidence of oversaving (p. 77); the institutional concept of capital and 
interest (pp. 50-51). 

Although the book is written primarily for a general audience, the thesis 
and the supporting evidence are of interest to all persons concerned with the 


course and direction of financial reform. 
LEONARD L, Watkins 


Witcox, U. V. The bankers be damned. (New York: Daniel Ryerson. 1940. Pp 

171. $2. 
The = ad Washington correspondent for The American Banker, presents 
a program of action for bankers. 

The capital market of Japan. E. Asia Econ. intelligence ser., no. 4. (South Pasa. 
dena, Calif.: P. D. and Ione Perkins. 1940. Pp. 72. 65c.) 

Director of the mint: annual report for the fiscal year ended June 30, 1940, in 
cluding report on the production of the precious metals during the calenda 
year 1939. (Washington: Supt. Docs. 1940. Pp. 110. 15c.) 

Federal Home Loan Bank Board: annual report for the period July 1, 1939 
through June 30, 1940, covering operations of the Federal Home Loan Bank 
System, Federal Savings and Loan Associations, Federal Savings and Loan 
Insurance Corporation, Home Owners’ Loan Corporation. (Washington 
Supt. Docs. 1941. Pp. 262. 25c.) 

How to organize teacher credit unions. (Madison, Wis.: Credit Union Nat 
Assoc. 1940. Pp. 31. 15c.) 

Measures provisiores pour le réglement des paiements entre la Suisse et dif 
férents pays. (Basle: Banque des Réglements Internationaux. 1940. Pp. 86.) 

Money and banking. (New York: Am. Inst. of Banking, 22 E. 40th St. 1940 
Pp. 548. $3.50. 

Ten close-ups of consumer credit. Credit union sect. circ. no, 25. (Washington 
Farm Credit Admin. 1940. Pp. 47. 15c.) 


Public Finance, Taxation, and Tariff 


NEW BOOKS 
BUEHLER, ALFRED G. Public finance. 2nd. ed. (New York: McGraw-Hill. 194 
Pp. xx, 846. $4.) 

In this edition of his Public Finance, Professor Buehler has done a work of 
genuine revision. Changes include four new chapters and marked interna 
changes within many of the other chapters. New chapters deal with federal 
and state grants, accounting and financial reporting, regulatory taxation, anc 
budgetary procedure. This second edition contains two hundred and fourteen 
more pages than were in the first edition. More than one-half of the volume 
is devoted to topics other than taxation. 

The state general sales tax is more fully treated, and the author's opinion of 
this tax appears still to be unfavorable. He is adverse also to the special taxa 
tion of chain stores, although it is his general conclusion that “regulatory 
taxation is neither altogether desirable nor entirely undesirable.” On the hot') 
disputed policies of pump-priming and redistribution of income he likewise 
fails to take an unqualified position. In the fields of the social sciences wher 
truth though pursued is still uncaptured it is perhaps more scholarly not to d¢ 


(( 

$4 

US] 

M 


Public Finance, Taxation, and Tariff 425 


uatic. The chapters dealing with public borrowing give the debt history 

the United States, as well as an account of depression finance, down to 

). The present national defense program lends special interest to his well- 
balanced discussion of the financing of war. 

Besides its improved usefulness as a textbook, this work by Professor Bueh- 

ler can be commended to the “man-on-the-street’” who may wish to learn 

somet ething of the principles of government finance because of their significance 


E. T. MILLER 


HLER, A. G., editor. Billions for defense, Annals, vol. 214. (Philadelphia: 
Acad. of "Poul. and Soc. Sci. 1941. Pp. 219. $2. 50; $2, paper.) 
les discussing the question: “How can the American people pay the 
rearmament ?” 
NELLY, W. F. Income tax manual for New York State, for residents and 
jon-vesidents. 1941 ed. (New York: Harian Pubs. 1941. Pp. 28. 50c.) 
Forp, R. S. and SHEPARD, E. F. The Michigan retail sales and use taxes. Mich. 
wt, stud., no. 5. (Ann Arbor: Univ. of Michigan Bur. of Govt. 1941. Pp. 
154 5c. ) 
pricH, C. J. and Mason, E. S., editors. Public policy: a yearbook of the 
Graduate School of Public Administration, Harvard University, 1941. Vol. 2. 
(Cambridge: Harvard Univ. Grad. School of Pub. Admin. 1941. Pp. viii, 458. 
$4.) 
Part I: Budgetary and fiscal problems. I—'‘The government and the Bank 
f France,” by Karl R. Bopp; II—“Budgetary symbolism,” by Harvey S. Per- 
[II—‘‘The investment budget,” by Spencer Thompson ; IV—“The for- 
tion of the federal budget,” by Robert H. Rawson; V—'"‘Deficit finance— 
rep ase examined,” by Benjamin Higgins and Richard A. Musgrave; VI— 
Foreign trade policy in the business cycle,” by William A. Salant; VII— 
[he effect of governmental expenditures and tax withdrawals upon income 
listribution, 1930- 1939,” by Charles Stauffacher; VIII—‘‘How government 
an appraisal,” by Albert M. Freiberg; “Three topics in compara- 
inistration—organization of government departments, government cor- 
porations, expenditures in relation to population,” by Arnold Brecht. Part 
I: Defense problems and miscellaneous. I—‘The new antitrust procedure 
lu strated in the construction industry,’ by Corwin D. Edwar ds; II—“The 
ical and comparative background of the Hatch law,” by Otto Kirch- 
er; III—"Controlling broadcasting in wartime: a tentative public policy,” 
Carl J. Friederich ; IV—"Administrative planning for national defense,” by 
= O. L. Nelson. 
C H. Protection or free trade. Reprint of 1886 ed. (New York: Robert 
halkenbach Found. 1940. Pp. 335. $1.) 
GUSHING, H. G. A study of the sales tax with special reference to the Missouri 
aw of August, 1935. Univ. microfilms pub. no. 197. (Ann Arbor: Univ. of 
Michigan Microfilms. 1940. Pp. 244. $3.05.) 
HAEN NSEL, P. The place of Illinois in a rational scheme of tax reform. (Evans- 
, Ill.: Chandler’s Bookstore. 1941. Pp. 35. 75c.) 
NAR, S. K. “British” and “Indian’’ finance. (Hyderabad: Author, Nizam 
1940. Pp. viii, 53.) 
ER, J. K. Your corporation tax. 1941 ed. (New York: Simon and Schuster. 
1940. Pp. 128, $1.) 
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LELAND, S. E., editor. State-local fiscal relations in Illinois, (Chicago: Univ. of 
Chicago Press. 1941. Pp. xxi, 453. $2.) 

The local government of Illinois may be taken as a classic example of what 
Sidney Webb called “the anarchy of local autonomy.” There are thousands of 
independent units with overlapping areas so that a given piece of property 
pays taxes to from three to nine separate authorities, each levying rates with 
little regard to the others. Each body is governed by numerous uncodified 
statutes passed under various circumstances in the past century, with the result 
that there is no great uniformity in activities, responsibilities of officers, or §. 
nancial procedures. While the mere number of taxing units defies effective con. 
trol by the electorate, no adequate substitute in the form of central supervision 
has been provided, except incidentally to the grants-in-aid or where local 
officials voluntarily accept the advice of state administrators. Statutes may be 
enforced by the courts, but legal action is slow and uncertain even in cases of 
flagrant abuse. (Cf. pp. 333-340.) 

The literature of public finance and public administration contains many 
generalized descriptions of local government practice and ample prescription 
for its improvement, though the conclusions have not been supported by 
enough concrete investigations, while casual prescription is easier than the 
examination of innumerable statutes and records. This monograph is signifi 
cant, not for the novelty of its conclusions, but for the completeness of its 
data. It presents a careful analysis of the statutes governing state financia 
assistance, local appropriations, taxes, debts, budgets, accounting and financial 
procedure. Actual practice is illustrated by legal cases and historical and sta- 
tistical data. There are normative suggestions but they are subordinated to fact 
finding. 

This report will greatly facilitate further research in Illinois fiscal problems, 
and will provide valuable data for more general studies. Similar investigations 
for other states are needed. The monograph is an interesting illustration of 
what can be accomplished by group research and codperation between the 
universities and government offices. Several young writers whose dissertations 
would otherwise have gone unpublished are represented here because thei: 
work was directed toward a common end. Some of the contributors were able 
to obtain data more easily as part of the staff of the tax commission than they 
would have been as private students, while publication in a university series 
freed them from the limitations of the official report. 

HENRY J. BITTERMANN 


McMULLEN, S. Y. Federal income tax accounting. 2nd ed. Complete account 
ing course. (New York: Ronald. 1940. Pp. 446. $5, loose-leaf.) 

RYAN, H. M. Federal income tax guide, 1941. (New York: State Law Reporting 
Co. 1940. Pp. 16. 10c.) 

STEWART, MAXWELL S. How shall we pay for defense? Pub. affairs pamph. ac 
52. (New York: Public Affairs Committee. 1941. Pp. 30. 10c.) 

VoGcEL, M. and BERGNER, R. W., editors. 1941 manual of federal income ana 
excess profits tax procedures. 27th an. ed. (Chicago: LaSalle Extension Univ 
1941. Pp. 319, mimeographed. $2.50.) 

WryckorF, V. J. and WALKER, W. P. The state fiscal capacity of Maryland and 
other selected states. Bull. no. 438. (College Park: Univ. of Maryland Agnc 
Exp. Sta.) 1940. Pp. 165-204. Gratis.) 
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t United States government for the fiscal year ending June 30, 1942. 
ident of the United States, Budget Bur.) Washington: Supt. Docs. 1941. 


f United States government for fiscal year ending June 30, 1942, budget 
‘ve of the President and summary budget statements. (Washington: Supt. 
1941. 35c.) 
mbined statement of receipts, expenditures, and balances of United States, 
for fiscal year ending June 30, 1940. (Washington: Treasury Dept., Bookkeep- 
¢ and Warrants Div. 1940. Pp. 631. $1.50.) 
| tax coordinator; 2 vols. (New York: Research Inst. of Am., 292 Madison 
ve. 1940. Pp. 3000. $80 for year’s service, loose-leaf.) 
the defense program. Defense pubs. 6. (New York: Nat. Econ. League. 
1941 PP. 22. Gratis.) 
Financing national defense. Mich. pamph., no. 10. (Ann Arbor: Univ. of 
Michigan Bur. of Govt. 1941. Pp. 28. 10c.) 
Fiscal capacity of the states: a source book, 3rd ed., rev. 1940. Bur. (of res. and 
stat.) mem. no. 43. (Washington: Social Security Board. 1941. Pp. 406, 
phed. 
Haitian rape Oa Seen between the United States of America 
and Haiti, further modifying the agreement of August 7, a Exec. agree- 
nt ser. 46. (Washington: U. S. State Dept. 1941. Pp. 2. 5c.) 
Hampshire state tax commission: thirtieth annual report for tax year 
Cue N.H.: State Tax Commission. 1940. Pp. 419.) 
debt: hearings, 77th Cong., 1st sess., on H. R. 2653, bill to increase the 
t limit of the United States, to rovide for the federal taxation of future 
oe of the United States and its instrumentalities, and for 
5e5, January 29-30, 1941. Rev. print. (Washington: House Ways 
Me: ans Committee. 1941. Pp. 106. 15c.) 
Public Debt act of 1941: act (H. R. 2959) to increase the debt limit of the 
i States, to provide for the federal taxation of fuure issues of obligations 
the United States and its instrumentalities, and for other purposes. Approved 
February 19, 1941. (77th Cong., public law 7.) (Washington: Supt. Docs. 
(1. 5c.) 
Debt act of 1941: hearing, 77th Cong., 1st sess., on H. R. 2959 to increase 
debt limit of the United States, to provide for the federal taxation of 
ues of obligations of the United States and its instrumentalities, and 
r purposes, February 12, 1941. (Washington: Senate Finance Commit- 
il. Pp. 47. 10c.) 
ecretary of the Treasury: annual report on the state of the finances for fiscal 
ear ended June 30, 1940. (Washington: Supt. Docs. 1941? Pp. 873. $1.) 
arches, dextrines, and related products. U. S. Tariff Commission, rep. 138, 
2nd ser (WwW er Supt. Docs. 1940. Pp. 182. 30c.) 
reasury decisions amending or relating to Regulations 103, promulgated under 
me tax provisions of the Internal Revenue Code. (Washington: U. S. 
‘reasury Dept. Internal Revenue Bur. 1940. Pp. 71. 10c.) 
+ States master tax guide, 1941; based on the Internal Revenue Code and 
ations, rulings and decisions to 1941. (New York: Commerce Clear- 
1941. Pp. 256. $1.) 
4 States tariff commission: twenty-fourth annual report. (Washington: 
t. Docs, 1940. Pp. 61. 10c.) 
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Population and Migration 


Population, a Problem for Democracy. By GUNNAR MyRDAL. (Cambridge 
Harvard Univ. Press. 1940. Pp. xvi, 237, $2.00.) 

Probably John Stuart Mill thought that almost the last word had been 
said on population theory; that what remained to be discovered was merely 
the extent to which birth-control methods could be popularized. This view 
continues to be widely prevalent among economists, and differential birth- 
and death-rates are indeed factors of great significance in human relations 
Long ago, to be sure, Henry George, Edgeworth, Wicksell, and others 
showed that the optimum population of any nation or region is relative to 
its resources and technology; moreover the military import of the contrast 
(e.g.) between French and German population trends was an old ston 
even by 1914. Continued decreases in national fertility rates have produced 
the present-day flux of social theories and policies relative to investment 
maternal and child welfare, and other parts of the “declining population 
complex. 

A milestone was placed on this road by the Swedish government's ap. 
pointment in 1935 of a Population Commission, whose seventeen reports 
have profoundly influenced social legislation. Professor Myrdal’s Godkin 
Lectures at Harvard discussed various problems raised by his distinguished 
cosmopolitan research and practical contacts, and the little volume her 
reviewed gives the substance of these lectures. Though the factual material 
relates to Sweden, Myrdal’s incisive analysis makes his lectures relevant at 
nearly every point to other societies attempting democratic ways of life. 

What population problems does he expound, and how? We find here a 
minimum of technical apparatus—no tables or charts, virtually no footnotes 

—but fortunately an index. An omission the wisdom of which is less appar- 
ent is specific indication of what the Swedes have done besides talk about 
their population outlook; a few more concrete particulars might well have 
replaced some of the abstract statements. For most readers Mrs. Myrdal’s 
article in the International Labour Review (June, 1939) is an invaluable 
supplement to these lectures by her husband. 

One feature of the latter is a concise and acute treatment (chapter 
of some major economic implications of the slackening rate of population 
growth, and the probable actual decline. Myrdal argues that “the expar- 
sionist capitalistic system of private enterprise had as one of its prerequisites 
a progressive population” and that after not many years the policies hi 
recommends can at best only arrest a democratic population’s decline. He 
favors increased government spending for child and maternal welfare, ¢.; 
subsidized housing. One reason he prefers such assistance in kind to the 
“child endowment” cash grants favored by many English-speaking t 
formers is that state house construction can be modulated in relation to th¢ 
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business cycle. His enthusiasm is much greater for socialism in consumption 
than in production—especially in an aging population. He is apprehensive 
hat lowered investment in urban types of industries may raise new barriers 
yainst the flow of people from agricultural regions into the cities, and thus 
sromote a vicious circle of poverty and fertility on the farms. 
~ More of the space of the book is occupied by a fresh and realistic study 
f the social psychology and ideals involved. Various pressure-group in- 
duences are mentioned, and we may surmise also that the Swedish farmer 
as benefited by the increased supplies of protective foods made available 
iblic expense (¢.g., through free meals at school), which is one expres- 
a of the current population policy. The intelligent conservative finds 
at his traditional reverence for the family now demands a more positive 
oolicy of encouragement rather than of mere repression of contraceptive 
knowledge, says Myrdal, in whose program birth control retains an im- 
portant place. Radicals require some conversion, too: their demands for 
‘soaking the rich” for new social services (including old-age benefits) are 
largely accepted, yet low earners with two children or less are also called 
pon to pay a share of the new taxes required to assist other people volun- 
rily to be more fecund. No doubt it is due in no small measure to the 
persuasiveness of the Myrdal brain trust that a good deal of the latter type 
f taxation has been accepted. 
Z. C. DICKINSON 
University of Michigan 


Siudies in American Demography. By WALTER F. WILLcox. (Ithaca, 
N.Y.: Cornell Univ. Press. 1940. Pp. xxx, 556. $4.50.) 

For some reason, probably the backwardness of the registration of births 
and deaths in the United States, this country, despite the fact that it has 
long supported the most elaborate census in the world, has until recently 
roduced very few outstanding vital statisticians or demographers. Prior to 
the past decade or so, Willcox was almost alone in this country as a scien- 
tific demographer who attained real international reputation and distinc- 


Willcox rightly points out that statistical knowledge of the vital processes 
‘a population can be had only where there are available both adequate 
nsus and registration data. Our ability to make scientific demographic 
inalyses of population movements, especially birth, death, and morbidity 
rates, depends not only on the completeness and detail of census enumera- 
tion but also on the fullness and accuracy of registration of vital phenomena. 


of the first things the student of population statistics has to learn is 
to take heed of the probable range of error in the fundamental data sup- 
plied by the census and by the state registration bureaus. To single out only 
ne of Willcox’s studies, the student could be given no better warning 
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against taking official statistics at their face value than his paper on th. 
“Development and Use of American Registration Statistics.”” There jg n 
better introduction to the shortcomings of our American registration system 
Certainly, the interpretation of registration statistics is not for the layma, 

The same is true, in lesser degree, as Willcox well notes, of census table 
The Census Bureau has apparently abandoned the issuance of interpretative 
studies or supplementary reports as indispensable aids to the inexpert gen. 
eral student in getting at the meaning and significance of census and regis. 
tration statistics. With Professor Willcox, we regret this change in policy 
Many of the country’s leading experts have had a share in these analytic! 
studies in past decades. From the Eleventh Census on to 1930, some of the 
most valuable of these have been contributed by Willcox. 

Twelve of the studies of the present volume relate to American census 
statistics, eight to American registration statistics, and four to miscellaneous 
subjects. In addition there are appendices on definitions of statistics and of 
demography, and on the population of China. Finally, there is a bibliog- 
raphy of the author’s more important publications. It is impressive, not onl; 
for the amount of work he has done in a pioneer field, but because it repre- 
sents the lifetime interest of a scholar who has held unwaveringly to 
clear-cut and definite purpose, the advancement of the science of demog 
raphy in this country. 

Since the main body of Willcox’s work was accomplished, the analysis of 
vital statistics has entered on a new phase, both here and abroad. Thanks 
to new methods and refinements, all laborious and some mathematically 
abstract, we now know that stationary or declining population is in the not 
far-distant offing, unless there is a change upward in fertility rates. Whether 
certain economists and others are being unduly concerned over this pros 
pect is not here in point. In any case we owe this new trend in analysis, with 
its new insight and its new (partly hypothetical) predictions, in no small 
measure to the earlier work of Willcox. The new development was fore 
shadowed long ago by such studies as Kuczynski's study of the “Fecunait) 
of Native and Foreign- Born Population in Massachusetts” (Quart. Jow 
Econ., 1901-02) and Willcox’s article on ‘““The Change in Proportion ot 
Children in the United States” (Am. Stat. Assoc. Pub., 1910-11). ™ 
turning point came with the publication of Dublin and Lotka’s article or 

“The Real Rate of Natural Increase,” 1922, and Kuczynski’s book, 1 
Balance of Births and Deaths, 1928. Willcox has not taken part in thes 
later analyses, no doubt because one of his major interests has been | 
improvement of our basic statistical data. Happily there have heen o ot 
competent analysts to take up and carry on this laborious but highiy i un: 
portant work. 

The Cornell University Press has performed a valuable service in - 
lishing this volume. It will stand as a monument to the pioneering nc 
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developmental period of American demography. It is far more than that, 
however, for nearly all these studies retain contemporary value. Instructors 
of dasses in population and vital statistics will certainly wish to refer their 
A. B. WOLFE 
State University 


ylation Policies and Movements in Europe. By D. V. GLass. (London: 
Oxford. 1940. Pp. vi, 490. $6.00.) 

Six of the eight chapters in this book are devoted to a detailed descrip- 
tion and analysis of the efforts which have been made to control population 
sowth in France, Belgium, Italy, Germany, Denmark, Norway, and 
Sweden, and of the conditions which have given rise to these efforts. The 
remaining two chapters deal with (a) the extent of, and the reasons for, 
the decline in fertility in England and Wales, (b) the decrease in popu- 
lition which is expected in the future in the absence of a population pro- 
gram, and (c) the problems which the decrease may bring. The appendix 

tains an excellent explanation of life tables, net and nuptial reproduc- 
tion rates, “‘true”’ or “‘intrinsic”’ rates of natural increase, and the age com- 
position of a “stable” population. There is an extensive ‘‘Notes’’ section, a 
selected bibliography, an index of subjects, and an index of persons and 
rganizations. 

In France and Belgium, it appears that the population program has had 
ttle effect on the birth-rate up to the present but that the 1939. French 
legislation might cause an important increase in the course of time. It pro- 
vides an allowance per child which increases as the number of children in- 

the total allowance to a family: probably being large enough to 

t the usual expenses for children if there are seven or more. 
For Italy, the conclusions are that marriage loans may have slowed down 
ecrease in the marriage rate, that the slight rise in the birth-rate in 
7 was due less to the various inducements to have children than to the 
f the Abyssinian War, and that the campaign against contraception 
was a good advertisement for it. The continued fall of fertility rates in in- 
fal areas is increasing the differential between industrial and agri- 

tufal areas. 

the nazi population program began in 1933, there has been a 
irked rise in marriage and fertility rates in Germany (the net reproduc- 
rate was 69.8 in 1933, 93.4 in 1936, and 98.2 in 1939). The author 
clieves the rise in the marriage-rate is due chiefly to an improvement in 
omic conditions. The rise in the birth-rate could be due entirely to the 
ipaign against abortions, but it is believed that pro-child propaganda 

‘ economic inducements have played an important part. 

The Swedish program, begun about 1933, has the best scientific base 
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(thanks largely to Professor and Mrs. Myrdal), is the least repressive, and 
provides economic inducements by transferring from the family to th. 
state part of the cost of bearing and rearing children, rather than by giving 
cash allowances to the family. So far, the measures have not been on a scale 
sufficient to increase the birth-rate. 

The fertility trend in England and Wales indicates that there will be ; 
slight growth in population after 1940 and then a decrease of 15 to 4 
per cent by the end of the century. Hence it is probable that an effort wii 
be made to develop a program designed to raise the birth-rate or at least to 
check its decline. The author's discussion of the programs in other coun- 
tries and the results obtained should be of great help in this connection 
With the possible exception of Germany, and of France in 1939, the eo. 
nomic inducements have not covered a sufficient part of the expenses con- 
nected with children to affect birth-rates significantly. 

Mr. Glass has done an excellent job in describing and analyzing the popu- 
lation programs of the countries mentioned. Since the United States is not 
far behind England in its population trend, the book should be almost as 
useful to Americans as to Englishmen. 

A minor omission is the failure to mention Thompson’s use of standard- 
ized ratios of children to women in computing “reproduction index” (p 
395). A minor error occurs in Table 41 where the ‘Net total female fer- 
tility rate” should be 954.716. 

P. K. WHELPTON 

Miami University 

NEW BOOKS 


BLEGEN, T. C. Norwegian migration to America; the American transition 
(Northfield, Minn.: Norwegian-American Historical Assoc. 1940. Pp. 667 
$3.50.) 

A companion volume to the author’s Norwegian Migration to Americ 
1825-1860. 

MAYER-DAXLANDEN, H. The status of American citizenship and the fuiure 0} 
immigration. (New York: Savoy Book Pub., 63 Park Row. Pp. 61. $1.) 

Stix, R. K. and NoresTEIn, F. W. Controlled fertility. (Baltimore: Williams & 
Wilkins. 1940. Pp. 200. $3.) 

VO6cHTING, F. Die Binnenkolonisation in Italien. Kieler Vortrige im Inst. tur 
Weltwirtschaft an der Universitat Kiel, heft 64. (Jena: Fischer. 1941. Pp. 27) 

WAaLsHAW, R. S. Migration to and from the British Isles. (London: Jonatha 
Cape. 1940. Pp. 94. 55.) 

With the assistance of passenger figures and supplementary official data, the 
author measures, analyzes and explains the net outward movement ofenative 
population from the United Kingdom to Europe, the Empire Overseas an¢ 
the United States during the six years gre 1930, and the net inware 
movement from that time to the outbreak of the present war. He shows hos 
after 1930, when the United States closed its doors to immigrants, the move 
ment of population from Eire to the United Kingdom increased to an esturates 
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ly maximum of 32,300 in 1936, and how alien immigration to the United 

1 grew during the past decade until by October, 1939, the number 

‘ registered aliens totalled 238,000. Government policy with respect to the 
imission, employment and naturalization of alien immigrants is briefly ex- 


slained and a more liberal system of labor permits and naturalization is fore- 
t. A chapter is devoted to assisted Empire emigration schemes which are 
-redited with having been responsible for much of the —— movement 
from the United Kingdom to Canada and more particularly to Australia and 
New Zealand during the 1920’s. The suggestion is advanced that after the 
war the United Kingdom will reconsider its policy of assisting emigration 
se of declining home ss shortage of exportable capital and the 
ogressive industrialization of the Dominions. The only available surplus for 
mpire settlement will be from Eire. 
hile the book contains much interesting and valuable material it would 
been greatly improved by a concluding chapter summarizing the principal 
os scattered through the work. It also suffers from the absence of any 
serious attempt to explore the possible factors in the post-war situation which 
night make for the overseas movement population from the United Kingdom. 
1 more disconcerting, however, are certain evidences of carelessness or 
erficiality. For example, on page 46 the author appears to attribute the 
ntercensal decline of “the percentage British among the Canadian population 
the decade 1921-31” solely to declining British immigration, while the 
jor cause was differentially low fertility of the British races as compared with 
the non-Anglo-Saxons already resident in Canada. The percentages quoted 
to racial origins, not nativity. Again on pages 16 and 65 the “‘net repro- 
rate’ is improperly defined. The rates used are net rates but the defini- 
given in each case is that of the gross rate of reproduction. Omissions and 
rrors of the above sort tend to detract from the importance of the volume. 
W. BURTON HurRD 


{4 f Chinese into the United States, January, 1941. (Washington: 
/. §. Dept. of State. 1941, Pp. 35. 15c.) 

ta ration: hearings, 76th Cong., 3rd sess., pursuant to H. Res. 63 

Res. 491, to inquire into the interstate migration of destitute citizens, 

urvey, and investigate the social and economic needs and the move- 

ndigent persons across state lines. Part 2. Montgomery, August 14- 

Part 3. Chicago, August 19-21, 1940. Part 3. Lincoln, September 

(Washington: House Select Committee to Investigate the Inter- 

state Migration of Destitute Citizens. 1940. Pp. 399-811; 813-1346; 1347- 

58. Pt. 1, 50c.; pt. 2, 60c.; pt. 3, 55c.) 


Social Problems and Reforms 
NEW BOOKS 


R, C. A citizen’s guide to public housing. (Poughkeepsie, N.Y.: Vassar 

0p. Bookshop. 1940. Pp. 90. 60c.) 

Y, D. and others. Study of consumer purchases. Urban and village ser., 

pt. of Agric. misc. pub. no. 375. Family income and expenditures, 

region. Part 1, Family income. No. 396. Family income and ex- 
five regions. Part 2, Family expenditures. (Washington: Supt. 

1940. Pp. 394; 413. Pt. 1, 35c.; pt. 2, 40c.) 
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BROWN, C. Y. Did God forget economics? (Greenville, Pa.: Beaver Press, 194) 
Pp. 107. $1.35.) 

COLEAN, M. L. and THE HousING COMMITTEE. Housing for defense: a reviey 
of the réle of housing in relation to America’s defense and a program for w. 
tion. The factual fades by M. L. CoLEAN; The program by THE Housy; 
CoMMITTEE. (New York: Twentieth Century Fund. 1940, Pp. xx, 198 
$1.50.) 

This is essentially a policy guidebook to be followed by those who hay 
the responsibility of instituting housing programs in the United States duriny 
the period of mobilization. As a guidebook it will doubtless be very usefy! 
and the Twentieth Century Fund’s foresight in getting it published early i, 
the rearmament effort (September, 1940) deserves praise. On controversig 
points the following in general represent the authors’ views: Wherever py. 
sible, private building should preclude federal building, efforts to builj 
“temporary” dwellings should be minimized, prefabrication merits encourage. 
ment, and rents are to be controlled only as a last resort. The importance of 
adequate statistical housing data, of technical research, and of defense contrax 
publicity are stressed. 

In addition to the program the study includes a review of the housing ex 
perience during the first World War. The conclusion of the review is tha 
“more than a year went by from the entry into the war to the time that ef. 
fective action was taken on the housing question. . . . Action came too late tc 
prevent the congestion, which at least might have been lessened by planning 
in advance.” Housing for Defense will certainly have a réle in guaran 
more favorable experience during this war. 

JAMES McCreary 

CoTTrELL, E. A. and others. Pasadena social agencies survey. (Pasadena, Calif 
Pasadena Community Chest, 120 N. Highland Ave. 1940. Pp. 420. $1.) 

Davis, M. M. America organizes medicine. (New York: Harper. 1941. Pp. 343 
$3.) 

ELuioTT, M. G. and MERRILL, F. E. Social disorganization. Rev. ed. (New York 
Harper. 1941. Pp. 1102. $3.75.) 

HAEFNER, J. H. and others. Housing America; a source unit for the 
studies, (Washington: Nat. Council for Soc. Stud. Pp. 80. 50c.) 

KaPLAN, A. D. H. and assistants. Study of consumer purchases: urban set. bul 
no. 645. Family expenditure in seven New England cities, 1935-36. Patt 2 
Family expenditure. Bull. no. 646. Family income in seven urban communities 
of the West Central-Rocky Mountain region, 1935-36. Part 1. Family income 
Bull. no. 649. Family expenditure in four urban communities in the Paciji 
Northwest region, 1935-36. Part 2. Family expenditure. (Washington: U.S § 
Dept. of Labor, Bur. of Labor Stat. in codp. with WPA. 1941; 1939; 1940 
Pp. x, 251; x, 436; x, 201. 25c.; 50c.; 20c.) 

Kossé, H. Housing and regional planning. (New York: Dutton. 1941. Pp. 233 
$3.) 

Korson, G. G. Black land ; the way of life in the coal fields. Unitext progran 
way of life ser. (Evanston, Ill.: Row, Peterson. 1941. Pp. 72. 96c.) _ 

Kyrk, H. and others. Study of consumer purchases. U. S. Dept. of Agric. mis 
pub. no. 399. Family housing and facilities, five regions. (Washington: >upt 
Docs. 1940. Pp. 229. 25c.) 

Marri, D. S. and others. Study of consumer purchases: farm set. U. S. Dept 
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¢ Agric. misc. pub. no. 383. Family income and expenditures, Middle Atlan- 

rth Central and New England regions. Part 1. Family income. (Wash- 

1: Supt. Docs. 1940. 262. 25c.) 

x. O. E. W. Post-war housing problems. Geneva stud., vol. xi, no. 6. 
Geneva Res. Centre. New York: Columbia Univ. Press. Pp. 69. 


iF, R. U. The housing status of industrial and university employees in 
Ann Arbor. Bur. of bus. res. rep. no. 5. (Ann Arbor: Univ. of Michigan, 
School of Bus. Admin, 1940. Pp. 44.) 

Rup, C. F. Education in the territories and outlying possessions of the United 
Sister. Contribs. to educ. 825. (New York: Bur. of Pubs., Teachers Coll., 
Columbia Univ. 1941. Pp. xxv, 593. $3.85.) 

A remarkably competent and comprehensive survey and analysis. The value 

f each chapter 1s enhanced by sections covering the historical background, 
lation, social and economic organization, and government and political 

of each of the territories and possessions. One of the author's primary 

sions is that “the chief failure of educational administration is due to 

k of an educational philosophy based on the cultural, economic, and 

cial conditions, and the peculiar needs and problems of each territory” 

563). 

A. Social doctrine in action—a personal history. (New York: Harper. 
vii, 297. $3.) 

Democracy comes to a cotton kingdom; the story of Mexico’s la 
sguna (Mexico: Centro de Estudios Pedagogicos e Hispano Americanos. New 
York: League for Industrial Democracy. 1941. Pp. 56.) 

SorENSON, H. The consumer movement: what it 1s and what it means. Pub. 
f Inst. for Consumer Educ., Stephens Coll. (New York: Harper. 1941. Pp. 

245. $2.50.) 

STAFFORD, P. T. Government and the needy: a study of public assistance in New 
(Princeton: Princeton Univ. Press. 1941. Pp. xiv, 328. $3.) 

To the existing histories of public welfare in a dozen scattered states Pro- 
ssor Stafford has added his workmanlike story of public assistance in New 
Jersey. This contribution to the history of American public welfare is valuable 
e more section of the structure, and likewise as a method of clarifying the 
plicated record of ancient practice which almost parallels chronologically 
the English Poor Law itself. Through the first two and a half centuries of New 
y's history the author sketches the rough adaptation of that Poor Law to 
lustrial society which, except during severe cyclical depressions, provided 
yment for all but its social misfits. In contrast, the author points out that 
precedented burden of unemployment during the past decade led to 
changes in the principles and scope of such aid, while in New Jersey 

n of the old administrative machinery was retained. Thus categorical relief 

nd general relief continue to be dispensed by separate state agencies, although 
s decentralization leads to more or less administrative and jurisdictional 


ich as more “backward” states have recently created de novo. 
lo his analysis of past and current practice Professor Stafford has added a 
pter on suggested lines of reform. The author’s judicious appraisal is the 
utgrowth of his investigation of relief administration in New Jersey under the 
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joint auspices of the Brookings Institution and Princeton University, and is th. 
third ee in the Cromwell Fund Studies in Government and Finan 
sponsored by the State and Local Government Section of Princeton University 
Numerous tables, charts and graphs support the text. 
ELINOR PANCcoasr 


TayLor, M. The Jewish community of Pittsburgh, December, 1938: a samp), 
study, (Pittsburgh: Fed. of Jewish Philanthropies. 1941. Pp. iv, 195, mime. 
ographed.) 

TROELSTRUP, A. W. Housing in the United States. Unit stud. in Am. problem: 
North Central Assoc. of Coll. and Secondary Schools. (Boston: Ginn. 194; 
Pp. 89. 48c.) 

VAN KLEECK, M. and others. Social work, peace and the people's well-bein, 
Soc. work today pamph. no. 7. (New York: Social Work Today. 1941, Pp 
48. 25c.) 

WARNE, C. E. The challenge of the consumer movement. Social Action, vol. 6 
no. 10. (New York: Social Action. 1940. Pp. 35. 15c.) 

ZORBAUGH, G. S. M. The consumer movement and business. The consumer con 
ference of Greater Cincinnati, October 20, 1940. (Columbus: Ohio State 
Univ. Bookstore. 1941. Pp. 15. 35c.) 


of Teaching. 1941. Pp. 170.) 

Changes in cost of living, December 15, 1940. (Washington: U. S. Dept. of 
Labor, Bur. of Labor Stat. 1941. Pp. 25. 

Child-welfare service under the Social Security act, development of program 
1936-38. Children’s bur. pub. 257. (Washington: U. S. Dept. of Labor 
1940. Pp. 82. 15c.) 

This Pralletin includes a brief general review and state summaries of the 
major developments during the initial period of this pioneer program of fed 
eral and state codperation in extending social services to children in run 
areas. 

Federal Works Agency: first annual report, 1940. (Washington: Supt. Docs 
1940. Pp. v, 451. 55c.) 

Grants to states for maternal and child welfare under the Social Security x 
of 1935 and the Social Security act amendments of 1939, title 5, parts 1,2 
and 3, maternal and child-health services, services for crippled children, chia 
welfare services, services for crippled children, child-welfare services, Chi: 
dren’s bur. pub. 253. (Washington: U. S. Dept. of Labor. 1940. 10c.) 

Housing, the continuing problem. Issued by Nat. Resources Planning Board 
(Washington: Supt. of Docs. 1940. Pp. 60. 10c.) 

Housing legislation in the United States. (Washington: U. S. Dept. of Labor 
Bur. of Labor Stat. 1941. Pp. 14.) 

Public administration organizations; a directory of unofficial organizations ™ 
the field of public administration in the United States and Canada. Prepatt: 
by Public Administration Clearing House. (Chicago: Public Admin. Sen 
1941. Pp. 187. $1.50.) 

Retail prices—food, electricity, and gas, December, 1940. (Washington: VU. > 
Dept. of Labor, Bur. of Labor Stat. 1941. Pp. 29.) a. . 

Statistique de logement dans les grandes villes, 1928-1934. (Hague: Linst. ' 
ternat. de Statistique. 1940. Pp. 170. 3 florins holl.) 


Ma 
The Carnegie Foundation for the Advancement of Teaching: thirty-fifth 
nual report, 1939-1940. (New York: Carnegie Found. for the Advancement 
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ad is the Insurance and Pensions 
Finance NEW BOCKS 


versity, or, E. H. D. Insuring our insurance: a survey of insurance legislation with 
commendations for the union. (Pretoria, South Africa: Union Booksellers. 
Pp. 129.) 

ArkiNSON, R. C. The federal réle in unemployment compensation administra- 
tion, (Washington: Soc. Sci. Res. Council Committee on Soc. Security. 1941. 
Pp. x, 192. $2.) 

NER, C. L. The current economic situation and its relation to life insurance. 
(Wilmington, Del.: Continental Am. Life Insurance Co. 1940. Pp. 16.) 
gANEFIELD, P. F. and others. Social security and life insurance. (Madison, Wis.: 
ecurity Press, 501 Insurance Bldg. 1940. Pp. 202. $2.50.) 
]. H. Property insurance. (Chicago: Richard D. Irwin. 1941. Pp. 800.) 


This is the third volume of Mr. Magee’s insurance textbooks ; the first covers 
general insurance; the second, life insurance (See The American Economic 
: June, 1939, p. 429). It is the most voluminous of the three and the 
most extensive on the subject ever published by a single American author. It 
s also one of the best. The author is able to offer both the experiences of an 


liability and workman’s compensation insurance. In this Magee has the courage 
to avoid the traditional, often controversial term “‘casualty insurance.’ The 
first seven chapters, covering almost 180 pages, may be called general insur- 
e. The following 160 pages, chapters 8 to 16, contain fire insurance and 
side lines. Chapters 17 to 22, including 140 pages, deal with the treatment of 
transportation risks. Three hundred pages in eleven chapters are dedicated to 
the manifold other branches. It would not be correct to say all other branches, 
ecause there is nothing to be found, for example, on bank deposits or loan 
using insurance, both administered by the federal government. That is the 
surprising because crop insurance has been explained and the author is 
tor of the Federal Housing Administration. To many readers, the selected 
ferences at the end of each chapter will be more than welcome as Magee 
roves to be acquainted with the literature and considers quotations worth 
le to an unusual degree. The reviewer regrets that the author prefers to 
explain facts and avoids adding his own opinion about important matters like 
the extension of all-risk policies or compulsory insurance, etc. Mr. Magee is 
too learned to be so reserved. 
ALFRED MANES 


SAKMANN, M. and others, compilers. An outline of foreign social insurance and 
wsistance laws. Social Security Board. Bur. of res. and stat. rep. no. 5. 
(Washington: Supt. Docs. 1940. Pp. 62. 15c.) 

iaequacy of unemployment compensation benefits in the Detroit area during the 
1938 recession. Employment sec. mem. 14. (Washington: Social Security 
Board. 1941. Pp. 72. 15c.) 

Gives benefits rights acquired and used, reémployment after the exhaustion 

t benefits, and unemployment relief experience of beneficiaries who had 


: exhausted their benefit rights. 


eedines of the thirty-fourth annual convention of the Association of Life 
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Insurance Presidents, New York. December 5-6, 1940. (New York: Asso, 
of Life Insurance Presidents, 1941. Pp. 261.) 

Social Security Board: fifth annual report for the fiscal year ended June 30, 194 
with supplementary data July 1-October 31, 1940. (Washington: Supt. Dog 
1941. Pp. 208. 30c.) 

Social Security yearbook for the calendar year 1939; annual supplement to th, 
Social Security Bulletin. (Washington: Supt. Docs. 1940. Pp. 271. 50c,) 

Chapter I—Signific ant events in the dev elopment of the Social Security p: Dro 
gram, 1934-39; Chapter II—Social and economic factors; Chapter III--( 
age and survivors insurance; Chapter IV—Employment security ; Chiper' V 
—Public assistance; Chapter VI—Financial aspects of social security ; Chap. 
ter VII—Bibliographical notes; Chapter VII]—Publications of the Soc 
Security Board. Also contains a full complement of informative tables an 
charts. 

State of New York: eighty-first annual report of the superintendent of insura 
for the year ended December 31, 1939. Vol. 2. Fire and marine insurance 
companies. Leg. doc. (1940) no. 34. (Albany: State of New York Insurane: 
Dept. 1940. 174a. 1302.) 


Pauperism, Charities, and Relief Measures 
NEW BOOKS 
CALDWELL, R. G. The New Castle County Workhouse, Greenbank, Delawa: 
Delaware notes, 13th ser. (Newark: Univ. of Delaware. 1940. Pp. 267 


$2.50.) 
GOoLp, N. L., a A. C., and WauGu, F. V. Economic analysis of the 


food stamp plan. Spec. rep. U. S. Dept. of Agric. Bur. of Agric. Econ. and 
the Surplus Marketing Admin. (Washington: Supt. Docs. 1940. Pp. vi, 
20c.) 
Harvey, R. Want in the midst of plenty: the genesis of the food stamp plan 
(Washington: Am. Council on Public Affairs. 1941. Pp. 35. 50c.) 
Report on progress of the WPA Program. (Washington: Work Projects Admin 
1940. Pp. 147.) 


Socialism and Codperative Enterprises 
NEW BOOKS 
Boom, S. F. The world of nations. (New York: Columbia Univ. Press. 194! 
Pp. 225. $2.50.) 
“A study of the national implications in the work of Karl Marx.” 
BoyLe, G. Democracy’s second chance; land, work and coéperation. (New York 
Sheed and W ard. 1941. Pp. 190. $2.) 
BROWN, B. Can we codp era ite? (Pleasant Plains, S. I., N. Y.: Author, 97 Bloon 
ingdale Rd. 1940. Pp. 232. $1.75. 
BROWDER, E. The way out. “(New York: Internat. Pubs. 1941. Pp. 255. $1.” 
A collection of articles and speeches by the head of the Communist Par 
in America, mainly directed against American intervention in the “war of cap 
italist imperialism.” 
LEFEBVRE, REV. R. R. Lenin's materialism; an evaluation of the philo 
basis of Russian communism. Univ. microfilms, pub. no. 193. (Ann J Arbo: 
Univ. of Michigan Microfilms. 1940. Pp. 265. $3.31.) 


D 
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-eupTON, M. Socialism now! democracy's only defense. (New York: Young 
ople’s Socialist League, 303 4th Ave. 1940. Pp. 22. 5c.) 
s A. J., editor. Introduction to the codperative movement. (New York: 


nt to the 
50c.) This book is somewhat more comprehensive than its title might suggest. 
arity pro There is a rather full description of early forms of economic radicalism, and 
II--Oj ne chapter is devoted to the classification and definition of the various types 
hapter V of socialistic theory and organization. There is also much interesting historical 
y; Chap. material dealing with the life of Marx and with socialistic tactics and strategy 
1e Soc! in general. The author’s main interest, however, is concerned with criticism of 
bles and the Marxian theory, rather than with an examination of communism in action. 
Dr. LeRossignol describes Marxian communism as ‘‘an extraordinary fusion 
msuran f German philosophy, French revolutionism, and British economics with 
nsurance social pathology, glorification of the proletariat, and a naive faith in human 
nsurance estiny’ (Preface, p. vii). It may be best understood as a by-product of the 


| and industrial revolutions beginning with the eighteenth century. 
y it is the most complete and the most formidable of all socialistic theories 
programs. While the author believes that the Marxian doctrine is falla- 
does not underestimate its potentialities. He describes the recent 
nings in other countries and suggests that socialism is something that 
t happen here. But he feels that such an outcome may be avoided if our 
rs will unite in an effort to increase production and to achieve a more 
le distribution of wealth and income. 
relation of fascism and nazism to Marxism is of course a controversial 
Dr. LeRossignol stresses the differences rather than the similarities. 
1ims that both fascism and nazism are reactionary in origin and nature, 
hat they are antisocialistic in their repudiation of democracy and the doc- 
lass struggle. “Nazism poses as a variety of socialism, but, in view of 
tory of the movement and the politico-economic order which has been 
shed, it has the marks of a capitalistic reaction with concessions to 
lism designed to stop the drift toward socialism and communism” (p. 


gards the general criticism of the Marxian doctrine, it is obviously im- 

to evaluate the various arguments in a brief review. Marxians will feel 

of the conclusions are too sweeping; while some opponents of 

sm will complain that the criticism has not been carried far enough. Be 

may, this volume represents much labor and thought on the part of 

r. It is very readable, contains a wealth of excerpts and references, 
rovided with a helpful selected bibliography. 

J. E. MorraT 


). Organized labor and consumer codperation. (New York: Codp. 
Pp. 39. 15c.) 
A. Democracy; past, present and future. (New York: N.Y. Labor 
0. 1940. is 78. 10c.) 

irxist stu y. 

(AS, N. We have a future. (Princeton: Princeton Univ. Press. 1941. Pp. 

$2.50.) 

Rev. H. F. Foundations of a modern guild system. (Washington: 
Univ. of Am. Press. 1940. Pp. 215. $2.) 
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WarBASSE, J. P. The socialistic trend as affecting the codperative movemen; 
(New York: Codp. League. Pp. 32. 15c.) 

WINSTANLEY, G. The works of Gerrard Winstanley; with an appendix of dog 
ments relating to the Digger Movement. Ed. with introduction by George 4 
Sabine. (Ithaca, N.Y.: Cornell Univ. Press. 1941. Pp. 686. $5.) 

“A reprint in full of all of the writings of one of the first English socialiss 
that have any bearing upon his political and economic ideas, and also sp, 
specimens of his religious pamphlets.” 

WILLIAMS, F. Frederick Ozanam and social reform. (Paterson, N.J.: St. Anthog 
Guild Press. 1940. Pp. 22. 5c.) 

Codperative purchasing of farm supplies in Georgia. Coop. res. and serv. diy 
circular C-120. (Washington: Farm Credit Admin. 1940. Pp. 38. 10c.) 
Housing agencies in the Soviet Union. 3rd ed. For. housing stud. (New Yo: 

New York City Housing Authority, 122 E. 42d St. 1940. Pp. 54.) 


Statistics and Its Methods 
NEW BOOKS 


CowpEN, R. D. Exercises and problems in business statistics. Rev. ed. (New 
York: Prentice-Hall. 1940, Pp. 193. $1.95.) 

LARSON, N. G., compiler. The sampling method in social and economic researi| 
a partial list of references. Agric. econ. bibliog. no. 90. (Washington: U. 
Dept. of Agric., Bur. of Agric. Econ. 1941. Pp. vi, 155, mimeographed.) 

MIGONE, R. C. and others, editors. Interamerican statistical yearbook. (Nes 
York: Macmillan. 1940. Pp. 612. $6.) 

Wop, HERMAN. A study in the analysis of stationary time series. (Uppsala 
Almquist and Wiksells. 1938. Pp. viii, 214. Kr. 6; Kr. 8, bound.) 

The reviewer has digested only about half of the present study but does not 
hesitate to say that it is a most important contribution to the analysis of time 
series. Dr. Wold is concerned with the more restricted class of time series 
namely, that in which sectional characteristics are generally unchanged io 
time. He rejects the classical schemes of searching for periodicities of fixed 
period and amplitude, and develops methods, based chiefly on the work of 
the contemporary Russian mathematicians Khintchine and Kolmogorof, is 
which the random elements in time series are active rather than residul 
factors. 


gives an example of the use of the w? test of goodness of fit, a test which tor 
small samples is superior to ?. 

The mathematical analysis is rather difficult and the reader will need to 
acquainted with general function theory, modern probability, and at least the 
main features of statistical distribution theory. 

H. A. FREEMAN 


Annual review of the cost of living, 1940, Conf. board rep. (New York: Nat 
Industrial Conf. Board. 1941. Pp. 20.) o 

Federal Reserve charts on bank credit, money rates, and business. Rev. Fed 
Reserve chart book 1. (Washington: Board of Governors of the Fed. Resent 


System. 1941. Pp. 73. 50c.) 


> 
A detailed critique of periodic analysis and several applications of randos 
processes to economic time series are included. One of the two appendices 
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i] yearbook of the League of Nations. (Geneva. New York: Columbia 
:. Press. 1940. Pp. 285. $3.50.) 

This is a new edition of the most complete and most reliable international 
vearbook on vital and economic statistics. The present issue contains a new 
able giving absolute figures of deaths by sex and age groups. Moreover, 

difications and additions have been made to several tables dealing with 
natters of special interest at the present time, such as area and population of 
ountries of the world and exchange rates. 

J. C. Rocca 


cs of income supplement, compiled from federal income tax returns of 
individuals for the income year 1934. Section ii. Distribution and sources 
‘ individual incomes, (Washington: U. S. Treasury Dept., in codp. with 
W.P.A. 1940. Pp. xx, 86, mimeographed.) 
‘iatistics of income supplement compiled from income tax returns for 1936; indi- 


\ 
vidual incomes. Section ii. Incomes of husbands and wives filing separate re- 
wens, Section iii. Patterns of incomes. (Washington: U. S. Treasury Dept. in 

with W.P.A. 1940. Pp. ix, 121, mimeographed.) 
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PERIODICALS 
General Works, Theory and Its History 


BrATT, E. C. Timing pump-priming expenditure. Am. Econ. Rev., Mar., 1941. Pp. 2 

BAIN, J. S. The profit rate as a measure of monopoly power. Quart. Jour. Econ., Feb, 194 
Pp. 23. 

Carr, H. J. John Francis Bray. Economica, Nov., 1940. Pp. 19. 

CLAPHAM, J. H. E/leen Power, 1889-1940. Economica, Nov., 1940. Pp. 9. 

CHENAULT, L. R. Business concepts and economic theory. Am. Econ. Rev., Mar., 1941, Pp 

CoLBERG, M. R. Monopoly prices under joint costs: fixed proportions. Jour. Pol, i 
Feb., 1941. Pp. 8. 

Detrcaauw, G. T. J. De economische achtergrond van den stedebouw. De Econ. No 
1940. Pp. 27. 

DERKSEN, J. B. D. Het onderzoek van het nationale inkomen. De Econ., Sept., 1940, Py 
24 

Di MisuraTA, G. V. L’economia di domani. Riv. di Pol. Econ., Sept.-Oct., 1940, Pp. } 

DorrMan, J. The Seligman correspondence I. Pol. Sci. Quart., Mar., 1941. Pp. 18. 
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’. Zum problem der bevilkerungsentwicklung in der Schweiz. Zeitschr. ¢ 
stat. und Volkswirtschaft, 76 Jhrg., 3 Heft, 1940. Pp. 9. 


(June 

1g bate 
d Pub 
ts. Rec 
194] 
t. Econ 

Cred 
1941 

Pp. 8 
yur. Ac 
6 
194 
ub. Ut : 
+ briege 
Stat 
n., Fed 
eA Feb 
rd, Fe 
1. Pp 

Dy 
1. Pp. 9 rp. 4 
Pp Pr 1 

‘ 


456 Periodicals [June 


SPENGLER, J. J. Population policy in the United States, the larger crisis in American 
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Editorial Note 


More than a year ago, Professor Bell, secretary of the American Economic As- 
iation, initiated an attempt to set up a new classification of economic subject 
natters which would be equally useful for classifying publications in the Review 
| for classifying economists by fields of interest in the Handbook of the Associa- 
tion. Since last summer I have been working on the reclassification with the aid 
of members of the executive committee, the board of editors, and others. Tenta- 
tively, the following list of headings has been adopted to be put into use in the 
September number of the Review: 
1, Economic Theory and General Works. 
Economic History. 
Economic Systems; National Economies. 
4. Statistics; Economic Mathematics; Accounting. 
5. Business Cycles and Fluctuations. 
6. Money and Banking. 
Business Finance; Insurance; Investments; Securities Markets. 
8. International Trade, Finance and Economic Policy. 
Public Finance. 
Public Control of Business; Public Administration ; National Defense and 
War. 
11. Industrial Organization; Business Methods and Policies. 
12. Domestic Trade and Marketing. 
Mining, Manufacturing and Construction. 
Public Utilities. 
Agriculture, Forestry, and Fisheries. 
Economic Geography; Land Economics; Regiona Planning. 
Labor and Industrial Relations. 
18. Social Insurance; Relief; Pensions; Public Welfare. 
Consumption ; Income Distribution. 
20. Population and Migration. 
21. Unclassified Items. 


Che problems involved in drawing up the list were extremely perplexing. It 
s found impractical to use a more “‘logical’’ system of main heads and sub- 
1s because it exaggerated the number of headings under which any particular 
tem might be classified. The present list does not wholly avoid this difficuity, 
tit reduces it to a minimum, and it is hoped that the bibliographical ambiguities 
be largely eliminated by a simple system of cross-classification. The combi- 
tion of topics is dictated by the effort to hold the headings to twenty; the 
atent, by commonly recognized fields of specialization; and the order, by 
ire so far as possible to keep closely related subjects as contiguous as 
ssible. On the latter score, a pose example of the problem is presented by 
ing, which is at present located with the techniques of measurement, but 
might equally well be down among the business subjects. Another example is 
nsurance, which might be put all together, but is now divided between 7 and 18. 
ue s of the Review are requested to submit criticisms and suggest changes, 
‘cially to present examples of titles which could find no appropriate 

n the classification. 


P. T. HOMAN 
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NOTES 


The Fifty-fourth Annual Meeting of the American Economic Association wi! 
be held in New York City, beginning Saturday morning, December 27, and 
extending until Tuesday afternoon, December 30. Headquarters have not yet been 
determined, but will be either in Hotel Commodore, Biltmore, or Roosevelt. 

The central theme of the program will be the problem of maintaining ful! 
employment when the defense program recedes. Sessions are planned on adjus. 
ments after previous wars, taxation, investment decisions, wage policies and other 
topics. An innovation will be a series of small conferences on specialized topics 
Sunday afternoon. The program committee consists of Sumner H. Slichter, chair. 
man, Ernest M. Patterson, Royal E. Montgomery, Herbert Feis, Henry R. Trum 
bower, and Edwin G. Nourse. 


An agreement has been made between the executive committee of the Ameri- 
can Economic Association and The Blakiston Company of Philadelphia whereby 
the latter will publish annually at least one volume of articles reprinted from 
the various economic journals. The general field covered by each volume will 
be chosen by a special committee of the Association, at present consisting of 
Paul T. Homan, chairman, James Washington Bell, and J. Douglas Brown 
This committee will appoint ad hoc committees to select the contents of each 
volume. All the principal journals in England and the United States have gen 
erously agreed to codperate in the project. The agreement is intended to mun 
for five years, but does not bind the Association contractually and involves it 
in no expense. 


Some confusion has been caused in libraries by the fact that the Proceedings 
of the December, 1940, meetings of the Association were published as No. 5 
of Volume XXX (1940), instead of Part 2 of No. 1 of the volume for 1941, 
as has been customary heretofore. The change was made to satisfy postal regu- 
lations in connection with earlier and separate publication of the Proceedings 
For uniformity with past practice the Proceedings should be bound with Volume 
XXXI and recorded as a supplement thereto. 


The foliowing names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since February 1: 


Agnew, H. E., New York University, Washington Sq., E., New York City. 

Ardizoni, C., College of Commerce, University of Maryland, College Park, Md. 

Arwe, H. C., 3 Kenworth Ave., Keene, N.H. 

Atkinson, L. J., University of Connecticut, Storrs, Conn. 

Axelson, I., 2110 19th St., NW, Washington, D.C. 

Bach, G. ©., Department of Economics and Sociology, Iowa State College, Ames, lows 

Baude, W. A., College of Engineering & Commerce, University of Cincinnati, Cincinnati 
Ohio. 

Berger, A. H., 545 W. 111th St., Apt. 7BB, New York City. 

Bernhard, Mrs. C., 1515 16th St., NW, Washington D.C. 

Bestor, P., 436 Ridgewood Ave., Glen Ridge, N.J. 

Biggs, R. M., Department of Economics, University of Michigan, Ann Arbor, Mich 

Blake, R. W., 932 N. Euclid Ave., Tucson, Ariz. 

Boothe, V., Bureau of Business Research, Ohio State University, Columbus, Ohio. 

Bouvier, Father E., St. Andrew Bobola House, 300 Newbury St., Boston, Mass. 

Bradley, J. F., 128 N. Gill St., State College, Pa. 
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D., Department of Economics, Political Science and Sociology, University of 
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vell, A. A., University Farm, University of Minnesota, St. Paul, Minn. 
r, B. G., 622 W. 141st St., New York City. 
J., Jr., 65 Broadway, New York City. 
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id, D., Hillside, Riverdale, N.Y. 


R. H. S., 425 Riverside Dr., New York City. 
rg, G. G., 500 Riverside Dr., New York City. 
W. D., Bureau of Labor Statistics, U. S. Department of Labor, Washington, D.C. 
T. N., Baton Rouge, La. 
J., 635 Santa Barbara Rd., Berkeley, Calif. 
R. W, University of Oklahoma, Norman, Okla. 
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, 3435 W. 75th St., Los Angeles, Calif. 
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’. C., Department of Economics, University of Texas, Austin, Tex. 
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H. F., Department of Economics, Columbia University, New York City. 
E. P., Ohio State University, 114 Townsend Hall, Columbus, Ohio. 
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Hotchkiss, G. B., New York University, Washington Sq., New York City. 
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Huber, M. L., 251 E. Fifth St., Mt. Vernon, N.Y. 

Hutner, S., Graduate College, Princeton, N.J. 

James, K. V., 704 19th St., Knoxville, Tenn. 

Johnson, E. H., University of Michigan, 3 Tappan Hall, Ann Arbor, Mich. 

Johnson, T. V., Bureau of Agricultural Economics, 222 Mercantile Bldg., Berkeley, Cais 

Jolley, E. O., Jr., School of Commerce, Northwestern University, Evanston, II]. 

Jones, F. H., 4188 Park Blvd., Oakland, Calif. 
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New York City. 


e eighth annual meeting of the Mid-West Economics Association was 
eld at Des Moines, Iowa, April 17-19, The following officers were elected for 
the year 1941-42: President, Harry Gunnison Brown, University of Missouri; 

t Vice-President, M. M. Bober, Lawrence College; Second Vice-President, 
wrt Augustana College, Rock Island; Secretary-Treasurer, C. 
y Thompson, University of Iowa. These officers, together with the retiring 
J. E. Kirshman, University of Nebraska, constitute the Executive 

mmittee for the ensuing year. Papers were presented as follows: 
| Economic THEORY—‘The Relativity of Economics,” by George R. Davies, 

niversity of Iowa. 

WESTERN HEMISPHERE TRADE—'‘The Geographical Direction of the Na- 
‘ional Interests of the United States,” by Arthur R. Upgren, University of Min- 
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nesota; ‘Financial Aspects of Hemisphere Economic Defense,” by Eugene A 
Gilmore, University of Nebraska. 

STATISTICS—'‘Schumpeter and Tinbergen,” by J. E. Morton, Knox College: 
“Estey and Haberler,” by R. L. Kozelka, University of Minnesota; ‘The Me,s. 
urement of Concentration in Industry,” by Walter F. Crowder, Department of 
Commerce, Washington, D.C. 

INFLATION AND AFTER—"'Price Stabilization Efforts in Great Britain,” by 
James S. Earley, University of Wisconsin and The Advisory Commission to the 
Council of National Defense; ‘‘The Inflation Prospect,” by T. Bruce Robb, Feder! 
Reserve Bank of Kansas City; “Preparation now for Post-war Adjustments,” by 
Meno Lovenstein, Rockford College. 

TEACHING OF EcoNoMics—"The Lecture System,” by John Ise, Universit 
of Kansas; “Experimenting with Visual Aids in the Principles Course,” by David 
Lynch, Drake University; “The Relation of Consumer Economics to Econom: 
Principles,” by H. John Stratton, Illinois College; “The Problem Approach t 
the Teaching of Elementary Economics,” by Harry G. Brainard, Southern Illinois 
Normal University; “The On-the-Other-Hand Science,” by Carl McGuire 
DePauw University. 

ACCOUNTING—‘‘Accountants and Statisticians,” by D R Scott, Universit 
of Missouri; “Some Aspects of Financial Statements,” by Herbert E. Miller 
University of Minnesota; ‘“The College Trained Accountant in Professional 
Practice,” by Keith W. Dunn, of McGladrey, Hansen, Dunn and Company 

ECONOMICS OF DEFENSE—"Economic Cost of Defense in the Unemployment 
Situation,” by Howard R. Bowen, University of Iowa; ‘‘Financing the Defense 
Program,” by Roy G. Blakey, University of Minnesota. 

LABOR AND THE DEFENSE PROGRAM—'“‘Labor Standards and the Defense 
Program,” by E. B. McNatt, University of Illinois; “The Recruitment and 
Assignment of Labor in the Defense Program,” by W. H. Stead, Washington 
University. 

CaPITALISM—"‘Capitalism in American Economic and Political History,” bj 
Chester W. Wright, University of Chicago; ‘“The Concept of Collective Demo. 
racy in American Labor History,” by Selig Perlman, University of Wisconsin 

DINNER MEETING—"Wisdom in Nutshells,” by J. E. LeRossignol, University 
of Nebraska; ‘The King of France,” by John D. Clark, Economist, Cheyenne 
Wyoming. 


A conference on Research Problems of Defense Financing and National Fiscal 
Policy, sponsored by the Committee on Public Administration of the Soca 
Science Research Council, was held in Washington, D.C., on January 25-2 
The participants were Simeon E. Leland, chairman, University of Chicago 
Dewey Anderson, Temporary National Economic Committee ; Thomas Blaisce! 
National Resources Planning Board; Roy G. Blakey, University of Minnesots 
Roy Blough, Treasury Department; Gerhard Colm, Bureau of the Budge 
Mordecai Ezekiel, Department of Agriculture; Raymond Goldsmith, Nationa 
Advisory Defense Commission; Harold M. Groves, University of Wisconsin 
Luther H. Gulick, Institute of Public Administration; Charles O. Hardy, The 
Brookings Institution; Joseph P. Harris, Northwestern University; Albert 
Hart, Iowa State University; Clarence Heer, University of North Carolina 
Weldon Jones, Bureau of the Budget; Eric Kohler, Tennessee Valley Authonity 
Stacy May, National Advisory Defense Commission; Michael Meehan, Depa 
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ment of Commerce; Gardiner Means, Bureau of the Budget; Eugene Oakes, 
Yale University; Carl Shoup, Columbia University; and William Sutherland, 


Fsq., Atlanta. 


The first conference of the newly formed Inter American Bar Association was 


® ld at Havana, Cuba, March 24-28, 1941, attended by over 600 delegates and 


ouests. Plenary sessions, general meetings, and round table meetings were held. 
The round tables dealt with the following subjects, several of which should be 
much interest to economists as well as lawyers: Comparative constitutional 
law: administrative law and procedure, immigration, naturalization, and na- 
tionality laws; the rdle of the lawyer in the defense of the Americas; comparison 
ivil and commercial laws; inter American legal documentation; protection 
f intellectual and industrial property; legal education; judicial power and 
\icial administration ; criminology; penal law, procedure and administration ; 
toms legislation and commercial agreements; communications, including air 
law, telecommunications, maritime and highway transportation; tax problems, 
ncluding taxation and regulation of public utilities, international double taxa- 
n; and industrial, economic, and social legislation. 
Information regarding the activities of the Inter American Bar Association 
r its first conference may be obtained from Lawrence Deems Egbert, Executive 
Secretary, Southern Building, Washington, D.C. 


[he Temporary Organizing Committee of the Inter American Statistical Insti- 
tute, through its chairman, Stuart A. Rice, announces the election of officers of the 
tute to compose its “Bureau” or governing body as follows: President, M. A. 
xeira de Freitas, Brazil; First Vice-President, Stuart A. Rice, United States; 
econd Vice-President, Carlos E. Dieulefait, Argentina; Third Vice-President, 
Ramon Beteta, Mexico; and Treasurer, Robert H. Coats, Canada. The new presi- 
is secretary general of the Brazilian Institute of Geography and Statistics 
lirector of the Service of Education and Health Statistics in the Ministry of 
ation and Health, 

Preliminary organization of the Inter American Statistical Institute was effected 
by 16 members of the International Statistical Institute from Argentina, Canada, 
Mexico, and the United States, meeting in Washington, D.C., in May, 1940, 
ring the sessions of the Eighth American Scientific Congress. Membership re- 
rements and statutes were patterned along the general lines of the international 


The Temporary Organizing Committee, in Washington, is serving as a Pro- 
visional Secretariat for the Institute until conditions permit establishment of its 
ermanent office. On this committee in addition to Dr. Rice are Halbert L. Dunn, 
E. Dana Durand and Walter F. Willcox. 

The first annual Insurance Short Course sponsored jointly by the University 
' Tennessee and the Tennessee Association of Insurance Agents will be held at 

University of Tennessee, June 2-5, 1941. 


r seminars will be conducted at the University of Arkansas during the 

ner: The accounting seminar under the direction of Professor W. B. Cole 

d¢ held June 18-20; the fire and casualty seminar is scheduled for August 

the savings and loan school, August 10-15; and the Arkansas bankers’ 
ninat will be in session August 18-22. 
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The Summer Institute for Social Progress at Wellesley College will hold , 
conference July 5 to 19 on “Strengthening America at Home and Abroad.” The 
foreign policy of the United States and its chief domestic problems will be dis. 
cussed under leading economists and teachers of political science from many 
colleges. For program apply to Dorothy P. Hill, Director, 22 Oakland Place 
Buffalo, N.Y. 


The seventeenth institute under the Norman Wait Harris Memorial Founda. 
tion at the University of Chicago will be held from July 7 to 16, and will be de. 
voted to the subject: ‘The Political and Economic Implications of Inter-American 
Solidarity.” 


A sociological field course in southern conditions will be offered by Teacher; 
College, Columbia University, from July 14 to August 16, 1941. The locale of 
the course is Greenville County, South Carolina. 


A special program of work in land economics is planned in connection with 
the 1941 summer session at the University of Wisconsin. Courses in land pla: 
ning, research and policy will be given by Professors George S. Wehrwein and 
Leonard A. Salter, Jr. Field trips to parts of the state where aa ee are 
in progress and meetings with state and federal land planning officials will be 
conducted to supplement the classroom and seminar discussions. 


Under the S. S. Huebner Foundation for Insurance Education at the University 
of Pennsylvania a fund of approximately $25,000 per year is provided for (1) 
fellowships and scholarships at the graduate level to prepare students for in- 
surance teaching and research; (2) building up and maintaining a central research 
library which will be available through circulating privileges to teachers in other 
colleges and universities; and (3) publishing research theses and other studie 


The Survey of American Listed Corporations, a Work Projects Administration 
project sponsored by the Securities and Exchange Commission, can supply as 
many as 30 copies of Volume II to any college or university wishing to use 
them in connection with courses in finance or investment. The volume contains 
reports on the following industries: Aircraft and aircraft equipment ; non-ferrous 
metals and their products including smelting and _ refining—assets over 
$20,000,000 each; oil refining and distributing with producing facilities—assets 
over $50,000,000 each; chain grocery and food stores; chain variety stores 
dairy products; department stores—annual sales over $10,000,000 each; mail 
order houses; motion picture production and distribution. The supply of supple 
ments for 1939 is somewhat more limited. 


Mr. John Curry, appointed instructor in banking at Louisiana State University 
on February 1, 1941, died of pneumonia on March 20. 


Dr. David Shaw Duncan, Chancellor of the University of Denver, died suc 
denly from a heart attack on March 7, He had held the positions of dean 0! 
the College of Liberal Arts, dean of the Graduate School, and chairman of the 
Department of Social Sciences, and finally, in 1934, Chancellor of the University 
He was to have retired at the end of this school year. His successor will be Cale 
Frank Gates, formerly assistant dean at Princeton University. 
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Professor Ray V. Leffler, for more than twenty years in charge of courses in 
money and banking at Dartmouth College, died Thursday, April 10, at the St. 
Vincent Hospital in Toledo, Ohio. 


Appointments and Resignations 


George L. Bach has resigned from Iowa State College to accept a position 
as special assistant with the Board of Governors of the Federal Reserve System, 


Washington, D.C. 


George A. Baughman, recently of the trust department of the National Metro- 
solitan Bank of Washington, D.C., has been appointed acting professor of eco- 
nomics and realty management at the University of Florida. 


|. B. Bearnson, associate professor of economics at the University of Utah, 
has been granted a sabbatical leave for 1941-42 to complete his work for the 
Ph.D. degree. 


D. M. Beights, professor of accounting ai the University of Florida, is teaching 
corporation finance at the University of Illinois in exchange with Dr. Paul M. 
Green. 


M. L. Black, Jr., associate professor of accounting at Duke University, will 
be absent on leave in 1941-42. 


Theodore H. Boggs, professor of econornics at Stanford University, will serve 
sa member of the summer faculty at the University of British Columbia. 


Richard Bohan has been appointed Civilian Instructor in the Armored 
Force Division of the Army, and will be stationed at Fort Knox, Kentucky. 
Doctor Bohan’s duties will be confined to the Commercial and Clerical Division 
f the school. Saint Mary of the Woods College will grant Doctor Bohan tempo- 
y leave of absence for the duration of his service. 


Moritz J. Bonn has been appointed a visiting professor of economics at Whar- 
ton School of Finance and Commerce, University of Pennsylvania, for the second 
term, 1940-41. 


Edison L. Bowers has been appointed chairman of the department of economics, 
Ohio State University. 


Royal J. Briggs, formerly of the economics department at Kemper Military 
school, will teach economics in the summer session of the University of Missouri. 


George K. Brown, part-time instructor at Wharton School of Finance and 
omm University of Pennsylvania, has joined the St. Lawrence University. 


U. E. Burley of Ohio State University will teach courses in marketing during 
the first half of the summer session of the University of Tennessee. 


Robert D. Calkins has resigned from the University of California to accept 
the deanship of the School of Business, Columbia University, New York City. 
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Benjamin Caplan of the department of economics, Ohio State University, js i, 
the Statistical Division of the Office of Production Management, Washington 
D.C. 


James E. Chace, assistant professor of business administration at the Universiy 
of Florida, is on leave of absence for one year to serve as technical consulta; 
to the Florida Industrial Commission at Tallahassee. 


Henry Chalmers, for many years Chief of the Division of Foreign Tariffs oj 
the United States Department of Commerce, has recently been designated Advise, 
on Trade Controls in that Department. 


N. H. Comish, professor of business administration in the University of Or. 
gon, is teaching in the 1941 summer session at the University of Pittsburgh. 


Joseph D. Coppock will be visiting professor of economics at the Universi 
of Oregon for the summer session. He will teach money and banking, pubic 
finance, and a seminar in economic theory. 


H. W. Cordell of Ohio State University will teach courses in marketing ani 
finance at the University of Tennessee during the second term of summer schoo! 


Dudley J. Cowden of the University of North Carolina will teach statistics « 
Columbia University during the summer session. 


V. D. Cover, assistant professor of public utilities and transportation at the 
University of Arkansas, has resigned to accept an appointment in the Department 


of Commerce. 


W. Rex Crawford of Wharton School of Finance and Commerce, University 
of Pennsylvania, has been granted a leave of absence for the spring semester oi 
1940-41 and the fall semester of 1941-42. He has left for the University of 
Chile (Santiago) as exchange professor under the sponsorship of the Division 
of Cultural Relations of the United States Department of State. 


of Wharton School of Finance and Commerce, University of Pennsylvania, i 
assisting the National Resources Planning Board (Industrial Locations Section) 
as consultant. 


O. J. Curry, associate professor of finance and accounting, has been name: 
acting dean of the College of Business Administration, University of Arkansss 


James S. Earley, assistant professor of economics at the University of Ws 
consin, was granted a continuance of leave of absence for the second semesttt 
to continue his research work with the Advisory Commission to the Nationa 
Defense Council. 


Elmer D. Fagan, professor of economics at Stanford University, will serve 8 
a member of the summer faculty at Columbia University. 


William J. Fellner has been appointed assistant professor of economics at 
University of California. 
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c. C. Fichtner, dean of the College of Business Administration at the Uni- 
versity of Arkansas, has been granted a leave to become Chief of the Division 
f Regional Economy, Department of Commerce, Washington, D.C. 


UL 


L. Thomas Flatley, professor of economics at Mundelein College, will lecture 
business organization and management in the summer session of the Loyola 


on 


‘niversity School of Commerce. 


University, was appointed an examiner in the General Accounting Office, Wash- 
I ington, D.C., effective July last. 


Walter W. Glaeser has been acting assistant professor of marketing at the 
University of Washington during the winter and spring quarters of 1941. 


Paul M. Green, assistant eared of economics at the University of Illinois, 
essorship in the accounting department of the Uni- 


R. M. Havens, instructor in accounting, has accepted an appointment as assist- 
int professor of economics at Baldwin-Wallace College. 


H. Gordon Hayes of Ohio State University is in Washington as Chief Econo- 
iist of the Consumers’ Section of the Bituminous Coal Commission. 


W. Braddock Hickman of Johns Hopkins University has been made a member 
f the Institute for Advanced Study at Princeton for the academic year of 1941-42. 


R. C. Hilliard, assistant professor of accounting, University of Akron, will 
teach at the summer session of the School of Commerce, University of Denver. 


Mack H. Hornbeak has resigned his position as associate professor of banking 
at Louisiana State University to accept the vice-presidency of the Louisiana Na- 
tional Bank of Baton Rouge. 


Willard E. Hotchkiss, Maurice Falk professor of social relations at Carnegie 
istitute of Technology, has been appointed director of a new division of humanis- 
and social studies at the Institute, effective May 1, 1941. The new division 
places a division of general studies which has been discontinued. 


Howard T. Hovde, assistant professor at the Wharton School of Finance and 


}Commerce, University of Pennsylvania, and president of the American Market- 


ing Association, will teach two courses in marketing in the summer school and 
take part in the Institute of Public Affairs, scheduled during the week of July 
\1 at the University of Pennsylvania. 


_ Emily H. Huntington, associate professor of economics and chairman of the 
Heller Committee for Research in Social Economics of the University of Cali- 
fornia, is revising the Heller Wage Earner Budget for the United States Bureau 


ot Labor Statistics. 


Harold A. Innis, chairman of the department of political economy at the Uni- 
versity of Toronto, will serve as acting professor of economics at Stanford 


University during the summer session. 


Willard H. Froehlich, formerly part-time instructor in economics at National 
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Ernest A. Johnson, head of the economics division, Lake Forest College, wii; 
teach at the summer session of the School of Commerce, University of Denver. 


Hiram L. Jome of DePauw University is on leave of absence during the second 
semester of 1940-41 in order to do research in various university libraries, 


Marshall D. Ketcham, assistant professor of economics in the College of Com. 
merce of the University of Kentucky, will be professorial lecturer in the Schoo! 
of Business of the University of Chicago during the summer quarter of 1941. 


R. A. Lester, assistant professor of economics at Duke University, has been 
granted a Social Science Research Fellowship for 1941-42. 


Frank J. Lewand has been advanced to the rank of assistant professor of 
economics, effective February 1, 1941, at the Catholic University of America. 


John A. Loftus, assistant professor of economics at Holy Cross College, will 
offer courses in the 1941 summer session of the Johns Hopkins University. 


Clarence D. Long, Jr., assistant professor of economics at Wesleyan University 
has a Guggenheim Fellowship to write the history of unemployment in America 
In addition, he has been made a member of the Institute for Advanced Study 
which is financing his study jointly with the Guggenheim Foundation. . 


A. N. Lorig has been advanced to the rank of associate professor of accounting 
in the Coliege of Economics and Business of the University of Washington. 


J. V. Machell was appointed teaching assistant in the department of economics, 
University of Illinois, for the second semester of 1941. 


Raymond F. Mikesell has been promoted from instructor to assistant professor 
in the College of Economics and Business at the University of Washington. 


Oskar Morgenstern, Class of 1913 Lecturer in Political Economy at Princeton 
University, has been promoted to the rank of associate professor. 


Vernon A. Mund returned to regular duties at the University of Washington 
at the beginning of the spring quarter, 1941, after a year’s absence spent in re- 
search upon price relationships and pricing problems. 


Edward G. Nelson, assistant professor of economics at Stanford University, 
is to be on sabbatical leave during the year 1941-42 in order to continue his re- 
search in the field of corporations. 


A. L. O'Toole, professor of statistics at Mundelein College, will lecture on 
business organization and management in the summer session of the Loyola Uni- 
versity School of Commerce. 


John Pagani has been appointed acting instructor in economics at Stanford 
University for the year 1941-42. 


Ernest F. Penrose resigned from the University of California in December, 
1940, to continue work with the International Labor Office, now situated + 
McGill University, Montreal. 
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snared S. Perry, assistant professor at the Wharton School of Finance and 

Commerce, University of Pennsylvania, is serving as Senior Transportation Econ- 

mist of ; the United States Department of Agriculture on a part-time basis. 

orey Peterson, associate professor of economics at the University of Michi- 

9c on the 1941 summer session staff of Harvard University. 


will be 
Spencer Pollard of the department of economics, Harvard University, has 
ointed assistant professor of economics at the University of California. 


nn 


een a} 
Henry J. Rehn of Temple University will teach courses in accounting at the 
iversity of Tennessee during the second term of summer school. 


R. B. Saylor was appointed teaching assistant in the department of economics, 
versity of Illinois, for the second semester of 1941. 
William K. Schmelzle has been appointed lecturer in economics at the Uni- 

ty of California for the year 1941-42. 
G. T. Schwenning of the University of North Carolina will teach in the sum 
session at Ohio State University. 
Peter D. Shilland is instructor in economics at Ohio State University 
|. J. Spengler, professor of economics at Duke University, will be absent on 


gh the first semester of 1941-42. 


ve throu 
y W. Stebbins, professor of social economics, has resigned from the Uni- 


LUC 
versity of California. 

George W. Stocking, on leave from the University of Texas with the Antitrust 

Division of the Department of Justice, has been appointed by President Roosevelt 


as alternate to Dr. Clarence Dykstra on the National Defense Mediation Board 


Eliot Swan, recently of the department of economics, University of California 
pointed to the research staff of the Federal Reserve Bank of San 


s been 
0. 
Allan Sweezy has been appointed associate professor of economics at Williams 


Paul S. Taylor will be on sabbatical leave from the University of California 


for the fall semester of 1941-42. 
Dean Charles S. Tippetts of the School of Business Administration of the 
University of Pittsburgh has resigned, effective July 1, to become headmaster 


f the Mercersburg Academy. 
rence L. Vance of the School of Business, University of Kansas, has been 
‘pppointed lecturer in accounting at the University of California. 
D. Rutledge Vining, Economist of the Federal Reserve Bank of Atlanta, has 
an assistant professor of public utilities and transportation at the 


named 


University of Arkansas. 
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472 Notes 


Frank B. Ward, professor of economics, will conduct a special graduate course 
at the University of Tennessee, July 7-August 9, devoted to study of social and 


economic problems of the Tennessee Valley area. Two weeks will be spent in 
field trips to Tennessee Valley Authority dams, and experimental areas. 


A. C. White was appointed teaching assistant in the department of economics 
University of Illinois, for the second semester of 1941. 


Edmund Whittaker, professor in the department of economics of the Uni- 
versity of Illinois, was granted leave of absence for the second semester of 1941, 


G. Lloyd Wilson, professor at the Wharton School of Finance and Commerce. 
University of Pennsylvania, is serving as Head Economist, Transportation, with 
the National Resources Planning Board and as Consultant, United States Depatt- 
ment of Commerce, on a part-time basis. 


H. D. Wolf of the University of North Carolina is a member of the Second 
Textile Industries Committee established under the Wages and Hours act, 


David McCord Wright, assistant professor of commerce at the University of 
Virginia, has received the David A. Wells prize at Harvard University for the 
year 1940-41, on his doctor’s dissertation, ‘The Creation of Purchasing Power.” 


E. W. Zimmermann of the University of North Carolina will teach in the 
summer session at the University of Texas. During the past year, he was author 
of the Staff Report to the Interdepartmental Committee on Puerto Rico, 
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